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... to construct a 138KV single circuit line 
through a fully developed residential area 
which had open alleys. 

Anchor helped solve the problem by con- 
structing the bottom section as a rigid 
frame of steel which would not restrict 
traffic. 

Solving steel transmission line problems is 
a specialty at Anchor. 
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| wish we had more personnel 
and time to prepare this study 
for a new power plant and site. 


Your regular staff is overloaded now. 
Call in the specialists and let them 
carry the peak load. 
How about Pioneer? 
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non-routin 
operaticns 

to Pioneer 















Design and Cons 
Engineering Sery 
Pioneer has specialized 
ing power plants for 56 
offers design service for 
hydro and atomic plants, 
assist in forecasting loa 
in site selection, in purch 
expediting of equipment 
pervising construction. 
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Services in Regulatory to kee 
Pioneer offers its servi light 
phases of Federal, Stateg found 
regulation including the super 
depreciation analysis, cog instal 
ice studies, market analys wall i 
cate proceedings and rate USING 
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Corporate Servic 
Pioneer’s services in¢ 
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agement engineering 2 Jf 
nancial, accountingandtay 
and insurance and pense 
and programming. It of 
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bursement service and} 
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On your letterhead, write 


] Pioneer Service XEngineering Co. rrr. Pos 
os 231 SOUTH LA SALLE STREET e CHICAGO 4, ILLINOIS Hoes eee ae 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry..and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 
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Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis 
souri, Power and Light Company. Ebasco Ser 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 
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with the Codlitors 


AS we promised in our preceding issue, 
we are introducing with this issue a 
slightly different method of distributing 
the semiannual index to PusLic UTILITIES 
FortTNIGHTLY. With this (July 17th) 
issue, there will be found, slipped under 
the cover but not otherwise bound, the 
semiannual index to Volume 61, covering 
the first six months of 1958. In former 
years the semiannual index has_ been 
bound into the first issue following the 
completion of the volume. This practice, 
however, necessarily resulted in distribut- 
ing the index bound into an issue belong- 
ing to a different volume. 


So, to permit more flexible usage, espe- 
cially for those subscribers accustomed to 
having their issues bound as library refer- 
ence volumes, we are now distributing the 
semiannual index as a separate booklet. 
It may, in this way, be transferred to the 
volume to which it belongs, and mav be 
bound either at the beginning or end of 
that volume, or otherwise used as the sub- 
scriber prefers. 

* * * x 
\ e E leading article in this issue comes 
to us from the manager of the rate 
department of an internationally known 
service organization. We think our read- 
ers will find it an excellent elementary dis- 


CHARLES A. ASHBY, JR. 


i 


HOWARD R. DREW 


cussion of problems involved in rate regu- 
lation and certain basic considerations 
which should be given weight by those 
charged with responsibility for preparing 
public utility rate cases. While readers 
may find that the groundwork covered is 
a familiar one, this author has a fresh and 
original method of restating guiding prin- 
ciples which shed new light on some well- 
known and long-standing problems. 


THE author of this article is CHARLES 
A. Asupy, JR., an electrical engineering 
graduate of the Georgia Institute of Tech- 
nology (BS, ’26). He is at present the 
rate department manager of Stone & 
Webster Service Corporation, which he 
joined in Boston in 1926. Subsequently he 
saw some service with the Blackstone 
Valley Gas & Electric Company of Paw- 
tucket, Rhode Island, where he served un- 
til 1945. At that time he returned to Stone 
& Webster to take over his present duties 
He is a member of the American Institut: 
of Electrical Engineers. 

* * * x 


W: EN vou stop to think about it, am 

use of the cost of capital in deter 
mining the rate of return for a regulate: 
utility necessarily involves a certain de 
gree of circular reasoning. Cost of capita 
depends, to a large extent, on earning ca 
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"X-ray" view of the SRT—showing the ex- 
clusive L-M regulating mechanism at the top 
of the Round-Wound core-coil assembly, and 
the under-load tap changer. SRT's will be 
available in the following ratings: 

2400 volts, 10 through 25 kva 

4160 volts, 10 through 3714 kva 

4800 volts, 10 through 50 kva 

7200 and 7620 volts, 10 through 75 kva 
12,000, 14,000 —_ vi through va - 
The SRT is anoth di ing 
development of the ‘aan A. Edison Labera- 
tories of McGraw-Edison Company. 





‘Regulating distribution Transformer 


regulation at the point of use; corrects overvoltage and undervoltage in four 22% steps; 
utility company revenue and provides better service for utility customers. 


Ges 


By ROBERT P. THOMPSON 
Manager of Engineering, Transformers 
Line Material Industries 


The new L-M Self-Regulating distribution 

er should make an outstanding contribution to 
, economical utility operation. By providing regu- 
the point of use, the SRT improves revenue by avoid- 
in billings caused by undervoltage; and it gives cus- 
tter service by more efficient operation of lights, ap- 
and all other electrical devices. By preventing over- 
t red:ices burnouts of lamps and television tubes. 


nd-“Yound Design 

is b sically a Round-Wound?® transformer with extra 
he Pi mary, and an under-load tap changer. The volt- 
latin mechanism is volt-sensitive on the secondary, 
€is ;\aintained within a 314-volt band width centered 
20 \ wits, 


A-'op” Range Selector 
apt-.\-Tap” range selector provides a full 20% range 


within which the taps for the 10% automatic regulation may 
be selected—all below, straddle, or all above normal. Thus 
the SRT may be located anywhere on the line—at the end, in 
the middle, or near the substation. Four 214% steps are pro- 
vided. Operation occurs only after a time delay to prevent 
undesirable operation and “hunting” on switching surges and 
momentary voltage changes outside the band width, 


More Economical Regulation 

The SRT provides extremely economical regulation, at the 
point of use, and it opens wider horizons to the distribution 
system design engineer for more effective system planning. 


Sold For Test Program 

The limited initial production of SRT’s will be sold to utility 
companies who wish to make thorough tests of the possibili- 
ties of this revolutionary new engineering development. These 
tests should enable utilities to determine the extent to which 
SRT’s may be applied, and the best methods of application. 


Ask The L-M Field Engineer 

For details about the SRT, ask the L-M Field Engineer who 
calls on your company; or write A. R. Waehner, Director of 
Transformer Sales, Line Material Industries, Milwaukee 1. 


LINE MATERIAL Industries 


McGRAW-EDISON 


COMPANY 


irtnibution “Tnansformens 





PAGES WITH THE EDITORS (Continued) 


pacity. And a regulated utility’s earning 
capacity (return allowed) depends on the 
cost of capital as determined by the regu- 
latory authority. Does this result in a sort 
of built-in conflict, making the cost-of- 
capital approach defective for utilitv rate 
making? This forthright criticism is ex- 
plored in the article “Some Critical 
Thoughts on Cost of Capital,” which be- 
gins on page 93. 


THE author, LEONARD A, O’CONNOR, 
is a graduate of the University of Massa- 
chusetts (BA, economics). He took a 
master’s degree in economics (banking 
and finance) at the University of North 
Carolina, and was on the staff of the 
Securities and Exchange Commission in 
the public utilities division for a time. He 
is now on the controller’s staff at the Con- 
necticut Light & Power Co., working on 
tax and financial matters. 


is ERE is a very definite community of 
interest between public utility com- 
panies of all kinds and the municipal gov- 
ernment in their service areas with respect 
to the availability of adequate and suitable 
water supplies. This is becoming a prob- 
lem of increasing importance and diffi- 
culty to cities and towns all over the coun- 
try due to growing population, as well as 
growing per capita and industrial demand. 
But nowhere is the water supply situation 
more acute than in the state of Texas, 
which is the home of the author of this 
article, Howarp R. Drew, senior engi- 
neer for the Texas Electric Service Com- 
pany of Fort Worth. In his article begin- 
ning on page 81, Mr. Drew shows how 
both the electric company and various 
communities in its system can benefit by 
co-ordinated planning and construction 
tied in with mutual research and other 
forms of municipal-utility co-operation. 


Mr. Drew joined the Texas company 
after obtaining his engineering degree 
from the University of Texas in 1948. 
Through his work in power plant design 
and location studies he became interested 
in the water supply problems this com- 
pany shares with the cities and towns 
which it serves. This interest led to his 


M. C. WESTRATE 


participation in several related activities 
in the general area of water research. 
When, in 1951, the governor of Texas ap- 
pointed J. B. Thomas, president and gen- 
eral manager of the company, to head up 
a committee of 100 citizens to study the 
water problems of the state and to make 
recommendations for legislation in this 
field, Mr. Drew acted as his aide in carry- 
ing out this assignment. 
* * * Ox 

+ ers author of the article on the right- 

of-way problem is M. C. WESTRATE, 
staff consulting engineer with Common- 
wealth Associates, Inc., of Jackson, Mich- 
igan. He is a native of that state and an en- 
gineering graduate of the University of 
Michigan (BS, 30). He started in the 
utilitv business with the Consumers Power 
Company and the old Commonwealth & 
Southern Corporation. In 1944 he became 
superintendent of public works for the 
city of Holland, which has a municipal 
generation and distribution system. In 
1951 he returned to Commonwealth As- 
sociates, successor to the old Common- 
wealth & Southern Corporation, and has 
been very active in long-range planning 
for some of the largest electric systems in 
the Great Lakes area. 


THE next number of this magazine will 
be out July 31st. 


Ian Cdlitoe 
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* you buy cable... 


—take advantage of the unique properties of Kerite insulation. Let a Kerite engineer explain why no 
other cable can equal Kerite’s performance in actual service, dependability, and long-time economy. 
Kerite cables are designed for a variety of applications and operating conditions, and are available 
in forms and finishes best adapted to your requirements. Be sure. Specify Kerite. 


Our headquarters is at 30 Church St., New York 7. Branches in Ardmore, Pa., 
Boston, Cleveland, Chicago, Houston, San Francisco, St. Louis, Glendale, Cal. 


KERITE CABLE 


to the KERITE That makes the dyference— 
1 





Com Ing IN THE NEXT ISSUE 


(July 31, 1958, issue) 


* 


WANTED—A PROGRAM TO EQUALIZE THE FLOW OF NEW SECURITIES 


Willard F. Stanley, former utility executive and now a financial consultant in New Yor’ 
city, presents a very persuasive argument for the timing of sales of securities whic’: 
should be of considerable interest to financial men as well as public utility officers. Too 
often public utility companies, and their underwriters as well, have had to absorb 
certain amount of loss in proceeds simply because of market pressure due to floodiny 
by simultaneous offerings which could have been avoided. What the situation need 

apparently, is some kind of a financial traffic policeman to keep the offerings moving 
in an orderly and better planned manner. 


JOB BALANCE—A FRESH ANGLE IN UTILITY RELATIONS 


Recession and unemployment have created a keen popular interest in the way com 
munities are put together. Some are hard hit, others better off. Better balance in 
industries seems to be a definite factor. Utilities constantly build for community and 
load balance. They have a message for this new audience. James H. Collins, 
Washington author of articles about business and the utilities, has written a charac- 
teristically entertaining piece about the city conflicts and the way public utility com- 
panies have worked out their operating problems in community building. Readers 
will be amused at the description of the old-time rivalries between various cities and 


smaller towns. 


UTILITY SUPERVISION DURING A PERIOD OF RECESSION 


This article by Alfred M. Cooper of Indio, California, will be found very instructive 
to utility supervisors and their superior officers. It is interesting to note the author 

reference to psychological factors which occur during a period of recession. Why i 
it that the "prima donna" and the ultrasensitive employee who is always ready to gripe 
or quit at the drop of a hat during periods of high employment and man-power de 
ficiency, suddenly becomes very co-operative when the line forms at the unemployment 
compensation window? Mr. Cooper's article goes beyond public utilities and deal 


with nonutility business as well. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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ONTINUING monthly billing analyses pro- $2206908 

, . 33330509 

Huced by the “One-Step” Method* provide — 24208849 

9, ¢ 

omplete, accurately documented data on past 3000784 

° 4.40003 

and present operations, plus a sound base for 2233888 
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orecasting future ones. Having data in depth on vem 
2 J Pp 423.3 
hese important factors is indeed a long step 798 
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ent to commissions unassailable facts which 
elp to justify the granting of rate increases. In 
he 20 years we have served utility companies 
R & S analyses have figured prominently in 
undreds of rate cases—commissions know and 
espect the validity of our work, a plus factor 
n your favor. 
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Using the “One-Step” Method is simplicity 
tself, because all the work is done in our office, 
either your personnel nor equipment are re- 
quired. Cost-conscious utility executives will be 
pleased with the modest cost of our service; less 
n fact than preparation by their own staffs, and 
production of data is much faster. 






















*The “One-Step” Method, ex- 
clusive with R & S, is made 
possible by this machine of 
our invention. 
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We would like to send you a copy of our 
book let fully describing the “One-Step” Method 
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“There never was in the world two opinions alike.” 
—MonTAIGNE 













Excerpt from Washington Report, “Every businessman has a stake in private develop- 

published by Chamber of Commerce ment of atomic power. Government pre-emption of 

of the United States. atomic energy’s vast future would assure a compelling 
precedent for intrusion into any business field.” 








. sta’ 
EDITORIAL STATEMENT “People make prosperity, and people make recessions. | 
The Wall Street Journal. The people will push on to new levels of soundly based ed 1 









prosperity in their own good time—if the politicians will 
calm down and abandon their pretensions of power to 
control human nature.” 






¥ 






Davin M, Potter “Advertising is not badly needed in an economy of 
Professor, Yale University. scarcity, because total demand is usually equal to or in 
excess of total supply, and every producer can normally 
sell as much as he produces. It is when potential supply 
outstrips demand—that is, when abundance prevails— 
that advertising begins to fulfill a really essential eco- 

nomic function.” 












* 
Mitton C. LIGHTNER “The main thing that is wrong with placing our faith 
President, National Association of in pump priming is that it is a panacea for a symptom 
Manufacturers. and does not get at the root of the troubles in our 






economy. We might then go along for years using gov- 
ernment money to keep workers from idleness, and gov- 
ernment spending to counterfeit business activity, with- 
out any real recovery of the economy.” 


¥ 










HERBERT HOOVER “Tf America is to be run by the people, it is the people 
Former President of the United who must think. And we do not need to put on sackcloth 
States. and ashes to think. Nor should our minds work like a 





sundial which records only sunshine. Our thinking must 
square with some lessons of history, some principles of 
government and morals, if we would preserve the rights 
and dignity of men to which this nation is dedicated.” 


¥ 










W. F. RockweELt, Jr. “.. it is everyone’s business—including local gov- 
President, Rockwell Manufacturing ernment, service organizations, fraternal orders, and 
Company. private citizens—to foster a community spirit in which 






differences of opinion can be discussed, and resolved in 
an atmosphere of mature responsibility ; a public opinion 
which looks upon irresponsible rashness—in either party 
to a dispute—as a serious disloyalty to one’s neighbors.” 


















¥ X73 

BENJAMIN F. CASTLE “ . . tax exemption of co-operatives is a long step S FR 
Official, Milk Industry Foundation. toward Socialism and away from private enterprise. ™ 

itn i 












There is no justification for a tax program which helps 
tax-free co-operatives take business away from tax- 
paying proprietary organizations. No important profit- TON RR, 


a } 









making member of our economy should want to avoid -by-ds 
paying his share of the costs of our government when eid 
° . ° : are 
competing with fully taxed organizations.” at 
step ¢ 
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ediate proof ! 
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269240508 


TING CALCULATOR 


E CALCULATOR THAT PRINTS 


X 739 = 16924050...THE PROBLEM necessary. Completely automatic multiplication and divi- 

S PROOF IN HIS HANDS AT ONCE. sion, lightning-fast addition and subtraction with auto- 
matic Credit Balance. 

pnts of decision — when an instantaneous and Did you know you can buy a “99” Calculator for less 

P auswer is needed—you can count on the than $6.10 a week after down payment? Call your local 

FON RAND® Calculator That Prints. And for all Remington Rand Office or write for folder C1096, Room 

y-by-day calculations its versatility and ease of 1739, 315 Fourth Avenue, New York 10, N.Y. 


are unparalleled. emiunuytorn Farul 7 
step of every problem is proved as it is printed 


0-read SIMPLA-TAPE ... no double-check reruns DIVISION OF SPERRY RAND CORPORATION 
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nnd reserve power 





Full load from dead start in less than 
90 seconds 


Automatic unattended operation 


Readily transportable to any location § 


Sub-station size 


Sound deadened for quiet operation 


Minimum installation costs 





LECTRO-MOTIVE DIVISION 


ENERAL MOTORS .:- LA GRANGE, ILLINOIS 


ales-engineering offices: Chicago, New York, St. Louis, San Francisco 
n Canada: General Motors Diesel Limited, London, Ontario 
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Lifelines of the nation / 


Playing a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $130,000,000 
Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 
Georce A. Murpny, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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serves a very special 
part of America 





Of all the natural ga 

sold In the Country f : 
residential use aa 
third is used by hake, 
In the seven sities 
where Columbia serves 











glout its service territory—in Ohio, 
syivania, West Virginia, Kentucky, 
iz, Maryland and southern New 
— natural gas continues to be the 


rred fuel for home and industry. 





THE COLUMB 
SYSTEM, INC. 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, N.Y. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 


PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 
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DEPARTMENT OF THE le 


CORPS OF ENGINEERS 
CLARK HILL POWER PLANT 
EFFICIENCY TEST BY GIBSON METHOD 
UNIT No 5 MAY 2,!954 
TURBINE EFFICIENCY 


NET HEAD =: 141 FEET 


Maximum efficiency of 94.1 


Reflects advanced practices at Newport News 


THE GRAPH shows performance of a 55,000 horse- 
power turbine, one of seven such units built by New- 
port News for the Clark Hill Power Plant (see photo). 


Shape of the curve is typical... not exceptional... 


for Newport News turbine performance. Regular, 
uniform, showing no-cut-off at full load, it indicates 
consistent delivery and stable operation. 

And especially, experience in design and model 
testing. 

At Newport News, turbine runners are continually 
being designed and redesigned for improvements in 


Engineers ... Desirable positions available at Newport 
News for Designers and Engineers in many categories. 
Address inquiries to Employment Manager. 





performance. And often upon receiving a contract 
turbines, a model setting is built and complete t 
made. So far, Newport News has filled turbine 
tracts with an aggregate rated output in exces 
7,000,000 horsepower. 

Penstocks, spiral casings, valves, pumps, : ack 1 
and other essentials are also designed anc built 
Newport News. Our illustrated booklet, “WAT 
POWER EQUIPMENT,” will be sent to you 
request. 


Shipbuilding and Dry Dock Comp: 
Newport News, Virginia 
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Thursday—17 


utheastern Electric Ex- 
nnge Public Utility Ex- 
tive Course will be held, 
lanta, Ga. Aug. 4-29. 
Advance notice. 


Friday—18 


Oklahoma Utilities Asso- 

ciation, Accounting Sec- 

tion, begins conference, 
Ardmore, Okla. 


Saturday—19 


Associated Police Com- 
munication Officers, Inc., 
will hold annual conference, 
Baltimore, Md. Aug. 4-7. 
Advance notice. 


Sunday—20 


American Institute of Elec- 

trical Engineers will hold 

special technical conference 

on nonlinear magnetics 

and magnetic amplifiers, 

Los Angeles, Cal. Aug. 6- 
8. Advance notice. 





Monday—21 


stern Summer Radio- 

levision and Appliance 

arket begins western mer- 

andise mart, San Fran- 
cisco, Cal. 


Tuesday—22 


The Institute of Radio En- 
gineers will hold confer- 
ence on electronic stand- 
ards and ‘measurements, 
Boulder, Colo. Aug. 13-15. 
Advance notice. 


Wednesday—23 


Illuminating Engineering 
Society will hold national 
technical conference, To- 
ronto, Ontario, Canada. 
Aug. 17-22. Advance notice. 


e) 


Thursday—24 


American Institute of Elec- 

trical Engineers will hold 

Pacific general meeting, 

Sacramento, Cal. Aug. 19- 
22. Advance notice. 





Friday—25 


palechian Gas Measure- 
nt Short Course will be 


Pld, \forgantown, W. Va. 


ug. 25-27, Advance 


notice. 


Saturday—26 


American Bar Association 

will hold annual meeting, 

Los Angeles, Cal. Aug. 25- 
29. Advance notice. 


Sunday—27 


International Conference 

on Peaceful Uses of Atomic 

Energy will be held, Ge- 

neva, Switzerland. Sept. 1- 
13. Advance notice. 


Monday—28 


Pacific Coast Gas Associa- 

tion will hold annual meet- 

ing, Portland, Ore. Sept. 
3-5. Advance notice. 





uesday—29 


Power Conference, 
un Section, will be 
Vontreal, Quebec, 

Sept. 7-11. Ad- 
vance notice. 





Wednesday—30 


Michigan Independent 
Telephone Association will 
hold annual convention, 
Grand Rapids, Mich. Sept. 
9-11. Advance notice. 


aA® 





Thursday—31 


Water Works 
Association, New York 
Section, will hold annual 
mecting, Lake Placid, N.Y. 
Sept. 10-12. Advance no- 
tice. 


American 





AUGUST 
Friday—1 


Independent Natural Gas 

Association of America 

will hold annual mecting, 

New Orleans, La. Sept. 14- 
16. Advance notice. 














World’s Longest Pipeline Suspension Bridge 


Spanning the broad Mississippi 38 miles upstream from Cape Girardeau, 
Missouri, is this immense pipeline suspension bridge of the Texas 
Illinois Natural Gas Pipeline Company. 





Public 
Utilities 


FORTNIGHTLY 


VoL. 62, No. 2 


JULY 17, 1958 


Keeping Up with Utility Rate 


Regulation 


A comprehensive discussion of problems involved in 

rate regulation and certain basic considerations which 

should be given weight by those charged with responsi- 
bility for preparing public utility rate cases. 


By CHARLES A. ASHBY, JR.* 


ATE increase proceedings today are 
big business both in number and 
size of the increases requested. The 

Federal Power Commission at the end of 
1957 reported $217 million in natural gas 
pipeline rate increases in effect, subject to 
refund. State regulatory authorities were 
reported to have granted $250 million of 
increases for 1958 to major gas, electric, 
and telephone companies. 

*Manager, rate department, Stone & Webster 
Service Corporation, New York, New York. For 


additional personal note, see “Pages with the 
Editors.” 


Some of these rate increase requests 
date back to 1954. Thus, it is becoming 
increasingly important to watch for any 
deterioration in earnings and, because of 
the long delay between the time of the re- 
quest and the actual granting of relief, to 
request an increase as soon as practicable. 

In discussing some of the recent rate 
case decisions, it would seem appropriate 
to relate them to some of the exhibits that 
must be considered in preparing data for 
a rate case. Very briefly, these exhibits 
are: rate base, expenses, and return. 
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gi base involves plant in service, ac- 

quisition adjustments, depreciation 
reserve, contributions, and working capi- 
tal. 

The major item of rate base is plant in 
service. Some of the factors that must be 
considered here are original cost, repro- 
duction value, capitalization, and fair 
value. A majority of the regulatory com- 
missions rely on original cost or book 
value, either average value or end of the 
period. Others, such as Ohio, use repro- 
duction value. Still others may use capi- 
talization or some combination of these 
to represent fair value rate base. There- 
fore, management’s decision on the value 
to use will depend upon the particular 
regulatory authority or commission under 
which the company operates. 

There are 16 states that may be con- 
sidered as using a fair value rate base. 
The number decreased from 17 in 1957 
when the legislature of the state of Maine 
removed the requirement that the state 
commission must consider current cost. 
Missouri is the most recent state to be re- 
quired by law to recognize fair value. 


| sheeeagaaa reproduction value of 
plant in service is necessary in order 
to arrive at a fair value above book cost. 
This reproduction value may be deter- 
mined in a number of ways. Generally, 
the method least costly to the company is 
to use a trended cost rather than actual 
determination by physical inventory of 
the property. Trended methods have been 
accepted in rate case decisions by state 
commissions in Pennsylvania, Ohio, and 
Illinois. 
Perhaps the most recent court case 
involving reproduction value is the New 
York Bell Telephone Company case in 
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which the highest state court held that 
the New York Public Service Commis. 
sion must recognize reasonable average 
return upon the value of the property, 
The telephone company, in its presenta- 
tion before the commission, put in repro- 
duction value, relying primarily upon 
trended costs. The New York commis- 
sion condemned reconstruction cost new 
and said it was better to use book values 
and increase the rate of return. The 
Rhode Island commission recently de- 
nied the Narragansett Electric Company 
any increase. The company had presented 
reproduction cost data. Minnesota grant- 
ed Northwestern Bell Telephone a 6 per 
cent return on fair value where original 
cost and current value were given equal 
weight. 


HE utility generally will introduce ex- 
hibits showing its capitalization. Some 
states have attempted to rely upon capi- 
talization as rate base and disregard en- 
tirely original cost or reproduction cost 
rate bases. The Louisiana state commis- 
sion in its most recent decision in the 
Southern Bell Telephone & Telegraph 
Company case used capitalization only 
and a rate of return upon this capitaliza- 
tion derived from cost of money. This 
was upheld by the Louisiana supreme 
court on February 25, 1957. Here the 
commission assumed a capital structure of 
45 per cent debt and 55 per cent equity. 
The courts indicated this to be 5.31 per 
cent return on net book. The cost-of- 
capital approach in arriving at rate of re- 
turn indicates that the so-called capitali- 
zation rate base is very important if the 
commission considers it synonymous with 
rate base. 
Michigan may be considered a fait 
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value state because it considers the vari- 
ous rate bases in arriving at the rate of 
return to be allowed. Last summer, in a 
decision in the Michigan Bell Telephone 
Company case, the company requested a 
$12.5 million increase and the commis- 
sion allowed $2,835,000. Perhaps the 
most significant note in this decision was 
that the commission said “. . . that with 
one exception since the Hope case de- 
cision it has adhered to a factual rate 
base grounded on the actual investment 
in property used and useful in providing 
service to the public.” Book cost of the 
property was used here. The commission 
allowed 6.6 per cent and the staff used 
334 per cent long-term debt at 3.15 per 
cent and 66% per cent equity at 8.3 per 
cent to arrive at 6.6 per cent overall per 
cent return. 


Max utilities put in a fair value rate 
base if the commission must con- 
sider it in any way because they feel that, 
in a period of rapid inflation, the com- 
mission may not grant what they would 
consider to be a reasonable decision and 
the only relief would be to take the case 
to court. 


q 


= 


Acquisition adjustments are prices paid 
in excess of original cost. Generally, 
these are considered good rate base and 
are written off over a period of years. In 
the recent Florida Power & Light case it 
appears that some of the $7.6 million of 
acquisition adjustment was allowed in the 
rate base. 


— reserve is next. It is de- 
ducted from plant in service in arriv- 
ing at a rate base. The old idea in Missouri 
and Louisiana of using gross plant, or 
plant in service plus construction work in 
progress, and crediting a per cent on the 
reserve to utility income has been discard- 
ed in both states. The amount of the re- 
serve is generally a matter of consider- 
able controversy in rate cases. It must be 
related to the plant investment that man- 
agement elects to present for rate base. 
Where current cost new or reproduction 
value is used, it is generally necessary that 
a qualified engineer observe the condition 
of the property to arrive at observed de- 
preciation. New York claimed there was 
no acceptable method in arriving at de- 
preciation reserve for reproduction cost 
new. 


“RATE increase proceedings today are big business both in 
number and size of the increases requested. The Federal Pow- 
er Commission at the end of 1957 reported $217 million in nat- 


ural gas pipeline rate increases in effect, subject to refund. 
State regulatory authorities were reported to have granted 
$250 million of increases for 1958 to major gas, electric, and 
telephone companies. Some of these rate increase requests date 
back to 1954. Thus, it is becoming increasingly important to 
watch for any deterioration in earnings and, because of the 
long delay between the time of the request and the actual grant- 
ing of relief, to request an increase as soon as practicable.” 


75 
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ies question of normalizing depreci- 
ation accrual and reserve for rate 
purposes is of great importance where a 
company uses “liberalized depreciation,” 
such as the declining balance or sum-of- 
the-digits method for depreciation accrual 
for tax purposes. Few commissions have 
ruled how it is to be treated for rate cases. 
The FPC, in the Amere Gas Company 
case, permitted normalization similar to 
the method used in five-year rapid amor- 
tization cases. The Indiana commission, 
in the Public Service Company of Indiana 
case on January 11, 1957, allowed it. Ap- 
parently, the Florida commission has al- 
lowed it in the Florida Power & Light 
case. Kentucky and Wisconsin commis- 
sions appear to split the benefits between 
the utility and the customers. On the 
other hand, it has been refused recogni- 
tion by the New Jersey, Pennsylvania, 
New Hampshire, California, and Mis- 
souri commissions for rate purposes. 

The next consists of contributions and 
advances for construction that are not 
refundable to customers. And, while 
there have been no recent decisions affect- 
ing these, courts generally uphold com- 
mission decisions which deduct them 
from the rate base. 

The subject of working capital has 
produced considerable controversy. Many 
of the states are following the lead of 
the FPC in allowing working capital 
to include material and supplies, prepay- 
ments, and cash (which generally is forty- 
five days’ operation and maintenance, ex- 
cluding purchased power and purchased 
gas) and then crediting back the average 
balance of the federal income tax ac- 
cruals for the test period. In the case of 
the FPC this has ranged from 65 to 75 
per cent of the income tax accrual. The 
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Missouri commission in the case of the 
Gas Service Company on June 4, 1956, 
and the St. Louis Water Company in 
1957, credited back income tax accruals 
but not the full amount, because it will 
not let the credit be sufficiently great to 
reduce the amount set up for material 
and supplies. The most recent rate case 
decision is for the Panhandle Eastern 
Pipe Line Company’s subsidiary, Trunk- 
line Gas Company, in which the fifth 
United States circuit court of appeals on 
July 23, 1957, ruled that to use the aver- 
age balance is unreasonable and the 
amount to be credited should be the low- 
est amount and not the average. This 
will reduce the credit which FPC has 
been using to about 33 per cent instead 
of 66 per cent. A trial examiner in El 
Paso Natural Gas Company, Docket No. 
G-4769, also used 333 per cent. This was 
in March of 1958. 


~ the expense category, other than de- 

preciation as mentioned before, the 
principal controversy revolves around the 
fair field price for gas. In the Panhandle 
Eastern Pipe Line Company case the 
United States court of appeals for the 
District of Columbia on December 15, 
1955, remanded to the FPC a require- 
ment that it show the basis on which it 
allows fair field price. 

Following this came the Colorado In- 
terstate FPC decision on May 8, 1957. 
Here the trial examiner for the commis- 
sion allowed the pipeline company its cost 
of production and not fair field price. The 
company claims that the decision, which 
included the rejected fair field price, a 6 
per cent return, and FPC jurisdiction 
over certain direct sales, will bankrupt it. 
The decision is being contested. 
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Treatment of Stepped-up Depreciation 


66 HE question of normalizing depreciation accrual and reserve for 

rate purposes ts of great importance where a company uses ‘lib- 
eralized depreciation,’ such as the declining balance or sum-of-the-digits 
method for depreciation accrual for tax purposes. Few commissions have 
ruled how it is to be treated for rate cases. The FPC, in the Amere Gas 
Company case, permitted normalization similar to the method used in five- 
year rapid amortization cases. The Indiana commission, in the Public 
Service Company of Indiana case on January 11, 1957, allowed it. Appar- 
ently, the Florida commission has allowed it in the Florida Power & Light 
case. Kentucky and Wisconsin commissions appear to split the benefits 

between the utility and the customers.” 








i bun third exhibit concerns rate of re- 

turn. Since the Hope Natural Gas 
decision in 1944, there has been a tend- 
| ency to move “rate of return determina- 


tion” to the forefront over “rate base 
determination.” Rate of return deter- 
mination may be considered as necessary 
for: 


(a) Maintaining credit. 
(b) Meeting comparable risks. 
(c) Attracting capital. 


Many rate of return witnesses use the 
earnings-price ratios and dividend-price 


ratios in proving the attraction of new 
capital, and the recent market action 
shows that common stock buyers do not 
buy on the basis of past earnings and 
dividends paid. The return necessary to 
attract new capital may be greater or less 
than a fair return to existing investors to 
maintain credit. Some witnesses assume 
that the rate of return to attract capital 
is synonymous with fair rate of return. 
This is dangerous. Such a return does 
not allow for future deterioration of 
earnings nor an allowance for attrition or 
regulatory lag. 
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The highest rate of return so far al- 
lowed by FPC is 6} per cent for Colum- 
bia Gas System subsidiaries, such as for 
Amere Gas Company in February, 1957. 


HE state commissions vary. The Flor- 

ida commission claims it is required 
to fix rate base and appears to use the 
year-end net book rate base. In the Pen- 
insular Telephone case in December, 
1956, it allowed 7.08 per cent return. It 
allowed a 6.98 per cent return for the 
Florida Power & Light Company on an 
end-of-the-period rate base. The commis- 
sion chairman stated they were more con- 
cerned with the dollars a company needs 
than rate of return. 

The state of California in the Southern 
Counties Gas Company case in September, 
1957, stated that normally it would allow 
6.5 per cent, but because of the declining 
tendency in rate of return, or attrition, it 
allowed 7.13 per cent. In 1954, it allowed 
this company 6 per cent. Also, in the 
Southern California Edison case it al- 
lowed 6.37 per cent because it expected 
earnings to deteriorate to 6.25 per cent in 
the near future. 

In Idaho, a decision in October of 1957 
recognized attrition by granting a higher 
rate of return for a telephone company. 

The Indiana commission in the Hoosier 
Gas case, July 19, 1957, allowed 6 per 
cent on fair value. That appears to be 6.78 
per cent on net book, including working 
capital-material and supplies and cash. 

The Iowa supreme court in the Iowa- 
Illinois Gas & Electric case, decided in 
September, 1957, ruled that replacement 
costs must be considered and used 70 per 
cent replacement cost and 30 per cent 
original cost and a 6 per cent return. 

Nebraska, in a decision in May, 1957, 
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allowed 0.3 per cent for attrition in al- 
lowing 6.5 per cent on net book for a 
telephone company. 

In the New York Telephone Company 
case, the commission said it recognized 
higher interest rates and 0.3 per cent for 
future deterioration of earnings or attri- 
tion in allowing the company 6.5 per cent 
return that appears to be 6.8 per cent 
initially. 


HE foregoing examples are indicative 

of the trend in recent rate cases. All 
commissions know that inflation means 
higher rates. They are not going to tell 
you to apply for rate increases as soon as 
your earnings start to slide, but they will 
wonder why you do not. 

The United States circuit court of ap- 
peals’ decision of November 21, 1957, in 
the Memphis-United Gas Pipe Line Com- 
pany case is most important. It appears 
to say that a pipeline needing a rate in- 
crease must come to F PC with agreements 
to the increase signed by all customers 
before the increase can become effective. 
The FPC has appealed to the Supreme 
Court and the case is anxiously being 
watched by both pipeline and distribution 
companies. 

There are a number of interesting fea- 
tures in the new rate schedules for both 
gas and electric utilities. For gas pipe- 
line companies they are end use and zone 
rates. For distribution companies it is air 
conditioning and, with natural gas sales 
dominating the market, it appears appro- 
priate to review briefly the rates of the 
major suppliers of natural gas. 

The rate forms currently used by major 
pipeline companies are relatively small in 
number. The demand-commodity form, 
such as $3 per Mcf of peak-day demand 
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and 25 cents per Mcf commodity, is the 
most popular and is used by 30 out of 41 
companies. 


Wz respect to end use, the Federal 

Power Commission staff in its ap- 
proach to the cost of service tries to split 
costs 50 per cent to peak day and 50 per 
cent to annual commodity use, with the 
exception of production or purchased gas 
costs which it tries to classify as com- 
modity cost. It would appear that FPC 
has for years been striving to control the 
end use of the gas by loading up the com- 
modity charges so that gas could not be 
sold for boiler fuel. With the rapidly in- 
creasing costs for gas in the field, the 
FPC will either have to revise its tradi- 
tional approach or else many of the util- 
ities will be priced out of the market for 
the sale of this so-called boiler gas. The 
result could only mean higher rates for 
the remaining customers. 

The other portion of pipeline rates that 
is creating controversy is zone rates. 
These leave the customers of the pipeline 
company in disagreement among them- 
selves. It is not subject to definite mathe- 
matical determination. In the El Paso 
Natural Gas Company case, the FPC gave 
a certain amount of weight to historical 
costs. In the Tennessee Gas Transmission 
Company case, the company is proposing 
that in pricing the rates for zone pur- 
poses, it should give some consideration 
to historical costs. Obviously, any zone 
method is a matter of individual judg- 
ment and subject to considerable contro- 
versy. The customer farthest from the 
gas source, where mileage cost is recog- 
nized, will pay the most even though he 
may have been the one that made the 
project initially feasible. 


Fines gas distribution companies, air 
conditioning and the rates neces- 
sary to promote it are probably the most 
discussed subject. The gas air condi- 
tioner, of course, is ideal for picking up 
the summer load for those gas distribu- 
tion companies having high winter loads 
for space heating. Much experimental 
work is being done and there is consider- 
able enthusiasm in the gas industry for 
this potential new load. 

In some cases where it is felt that the 
rate schedules are not sufficiently low to 
promote air-conditioning service, the com- 
panies are considering incentive rates. For 
residential use this might be a discount to 
be applied on all residential use over a 
small volume to cover cooking and water 
heating during June, July, August, and 
September. For commercial use, the pric- 
ing of this gas may require a separately 


metered, special rate in order to get the 
price low enough and still not lose too 
much revenue from other commercial 


uses. 

Principal interest in electric rates seems 
to center around water heating, escalation 
clauses, and space heating. 

Many electric companies have attempt- 
ed to increase water heater sales by pro- 
moting the quick recovery features intro- 
duced a few years ago. Various associa- 
tion committees have been working on 
standardization of sizes and wattages. 
The high wattage fast recovery heater of 
40- to 52-gallon capacity is not large 
enough for storage purposes for off-peak 
service if the time off is very great, and 
low off-peak rates are designed for slow 
recovery. So, as wattages increase, the 
rates will trend upward, either in price 
or by putting the top element on the reg- 
ular residential use meter. 
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: segs year Electrical World reported on 

the test by Kansas Power & Light 
Company of a heat pump for water heat- 
ers. The design is intended to develop a 
heater which would provide hot water, 
with but 40 to 50 per cent of the energy 
required by conventional means. The re- 
port covers details of the test results and 
efficiencywise it looks good. Present ma- 
jor obstacle to mass production of heat- 
pump water heaters is the higher initial 
cost. 

The necessity for provisions in rate 
schedules for residential gas and electric 
service to cover automatic escalation for 
cost of purchased gas and for fuel is be- 
coming more and more apparent to many 
jurisdictions. Stone & Webster Service 
Corporation’s rate department made a 
survey of these in July of 1957. At the 
time of the survey, 106 gas companies in 
32 states and 60 electric companies in 27 
states were permitted to escalate residen- 
tial rates for increases in purchased gas 
or fuel costs. 

The California Public Utilities Com- 
mission refused such an escalation for 
Pacific Gas and Electric Company gas 
rates. Kentucky recently authorized all 
gas-distributing companies to escalate for 
changes in wholesale gas prices. 


ie the electric utility industry, the in- 
terest in electric space heating is mush- 
rooming at a rapid rate. 

It has been estimated that 300,000 
homes are electrically heated and that of 
these, 25,000 are heat-pump jobs. At 
10,000 kilowatt-hours per home per sea- 
son for space heating and 1.5 cents per 
kilowatt-hour, this represents $45 million 
in revenue. Apparently most of the com- 


panies which are promoting or plan to 
promote electric space heating are straight 
electric companies. However, there are 
nearly as many utilities above the 4,000- 
degree-day line which do or will promote 
it as there are in the South. 

Most of the companies promoting elec- 
tric heating compete with natural gas at 
between 50 cents and 70 cents per Mcf 
and with fuel oil at between 14 cents and 
16 cents per gallon. Electric rate pricing 
ranges from 14 cents or below to as high 
as 2 cents per kilowatt-hour. 

In considering the rates which should 
be set, Kansas Gas & Electric concluded 
that such rates should be simple and easy 
for the customer to understand, they 
should be compensatory and the rates 
should approach competitive costs al- 
though they need not be as cheap as 
others. The company believes 14 cents 
will do this. 

The demand meter type of residential 
rate does not appear to be gaining in 
favor. In Illinois, the commission refused 
to permit residential demand meters but 
does allow an addition to the rates, such 
as those for Central Illinois Electric & 
Gas Company. 


fen are only a few of the current 

developments with respect to regula- 
tion and rate making. The overall trend 
seems to emphasize the importance of 
watching forecasts for deteriorating earn- 
ings. Any company going for a rate in- 
crease, should put its best foot forward 
and not be afraid to ask for what its 
management thinks is fair. The rate 
schedules it asks for should reflect a care- 
ful analysis that will encourage future use 
and assure good earnings. 
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Utility-Municipal Partnership in 
Water Supply 


Public utility companies everywhere, especially elec- 
tric light and power companies, have a very close com- 
munity of interest with the municipal governments in 
their service areas with respect to the availability of 
adequate and suitable water supplies. 


By HOWARD R. DREW* 


HE responsibility of an electric util- 
ity company in helping to solve mu- 
nicipal problems of cities and towns 
in its system and the benefits that can ac- 
crue therefrom should be carefully con- 
sidered today. The growing dominance of 
federal government, increased taxation 
and spending, and rapidly increasing pop- 
ulation have multiplied the problems of 
cities and towns and have brought about 
conditions under which the corporate 
citizenship responsibilities of electric util- 
ities have increased greatly. 
One such responsibility is that of pro- 
*Senior engineer, Texas Electric Service Com- 


pany, Fort Worth, Texas. For additional personal 
note, see “Pages with the Editors.” 
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viding an adequate municipal water sup- 
ply; and Texas Electric Service Compa- 
ny, much of whose service area is faced 
with some difficult water supply prob- 
lems, quite naturally realized some time 
back that it should consider its needs for 
water for steam-electric generating sta- 
tions in the light of some type of co-oper- 
ative action that might be taken to assist 
cities and towns in the area in meeting the 
need for more adequate water supplies for 
present requirements and for future 
growth. 


la system planning, the company needs 
to be reasonably assured of a known 
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amount of water each year, a condition 
which is not always easy to fulfill in rapid- 
ly developing regions where surface sup- 
plies are a vital and major source co water 
and where average annual rainfall varies 
widely from year to year. Similar consid- 
erations influence a city’s planning of its 
municipal water supply. The city faces 
the problem of financing timely additions 
to meet the needs of its customers and 
to provide the surplus supplies necessary 
to assure healthy municipal growth and 
the attraction of new industries. 

In much of Texas, conditions are such 
that surface water reservoirs, in order to 
provide carry-over storage sufficient to 
assure an adequate water supply during 
dry periods, must be relatively large and 
take full advantage of their watersheds. 
Also, since suitable streams or dam sites 
are not always conveniently nearby, a city 
may find it necessary to finance miles of 
pipeline and pumping facilities. Since tax- 
ing powers of municipalities are limited 
under the Texas Constitution, waterworks 
systems and water supply reservoirs are 
financed largely from bonds supported by 
water department revenues. Revenue bond 
buyers, however, require a showing of 
revenues in excess of operating expenses 
and debt service requirements, the excess 
being a margin of safety for the buyer, 
but at times a real problem for a city or 
water supply district. 


Ww the utility and the city having 

a common and pressing need for 
water, it might be natural for competition 
to develop between them, but actually the 
reverse can be true. Texas Electric Serv- 
ice Company has taken the initiative in 
pointing out the mutual benefits to be had 
by the joint development of water sup- 
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plies where site location and other condi- 
tions justified company participation, and 
the cities have usually been quick to recog- 
nize the advantages of such co-operation. 
Cities with limited ability to finance 
water supply projects have been able in 
a number of cases to co-operate with the 
company and provide a larger reservoir 
than would otherwise be constructed at 
the site. The larger reservoir, which pro- 
vides the community with a long-range 
water supply, almost always will cost less 
per acre-foot of water stored, and usual- 
ly will be more efficient hydrologically. 
This also means that the watershed can 
be put to a maximum use and, in addi- 
tion, the co-operative plan and larger 
reservoir will provide additional recrea- 
tional area. The company, of course, also 
benefits from a more dependable water 
supply for use in the operation of steam 
power plants, and at the same time it 
assists in promoting the growth and 
progress of the area served so that the 
company’s progress can also continue. 


HE program of co-operation was 

adopted about twelve years ago, with 
the form of participation depending 
somewhat on the conditions involved. The 
initial development resulted from the 
need for additional generating facilities 
in the Permian basin area of west Texas, 
where new and intensive oil field devel- 
opment had begun and where municipal- 
ities were relying on diminishing under- 
ground water as a source of supply. One 
phase of the company’s study of this 
problem included a careful analysis of 
the future growth prospects of the cities 
and towns of the area. This analysis 
highlighted the fact that their water sup- 
plies were limited and inadequate for 
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growth and, further, that the remedial 
measures were perhaps beyond the finan- 
cial abilities of any one of the cities act- 
ing independently. 

Faced with these conditions, the com- 
pany’s staff and consultants combed the 
entire area for possible sources of a joint 
water supply and did enough of the pre- 
liminary engineering to assure that a proj- 
ect of this sort was feasible, economically 
sound, and practical. They were able to 
suggest a sound solution involving a 
major reservoir development from which 
each of the participating cities could be 
supplied with water. The problem then 
became one of interesting substantial citi- 
zens in the various towns of the group, 
encouraging them to form a group organ- 
ization, perfecting the engineering 
studies, finding the best means of financ- 
ing the project, and building up in the 
area sentiment for a combined water 
project among these basically competitive 
cities. 


[hme a somewhat novel corporate ar- 

rangement was indicated, it became 
necessary to secure the passage of enabling 
legislation in the state legislature and to re- 
solve several legal problems in connection 
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with the organization of a municipal 
water district comprising the participat- 
ing cities. In all of these matters the 
Texas Electric Service Company execu- 
tives and staff were able to make con- 
structive suggestions and to offer some 
guidance without, at the same time, in- 
fringing on the independence and respon- 
sibilities of the directors of the water 
district and the officials of the participat- 
ing cities. 

In 1951 the water district sold $11,- 
750,000 in revenue bonds to finance the 
project. The bonds are supported solely 
by revenues from the sale of water, and 
bear interest at rates varying from 2 per 
cent to 23 per cent. This favorable rate 
was possible largely because of the dis- 
trict’s ability to demonstrate financial 
soundness. As finally engineered, financed, 
and carried out, this project included the 
construction of a 204,000 acre-foot reser- 
voir with a surface area of 8,000 acres 
intercepting approximately 960 square 
miles of drainage area, the building of a 
91-mile pipeline from the lake west to the 
cities of Big Spring and Odessa and a 
17-mile pipeline east to the city of Sny- 
der, together with associated pumping 
stations, and further development of a 


solve municipal problems of cities and towns in its system and 


q “THE responsibility of an electric utility company in helping to 


the benefits that can accrue therefrom should be carefully con- 
sidered today. The growing dominance of federal government, 
increased taxation and spending, and rapidly increasing popu- 
lation have multiplied the problems of cities and towns and 
have brought about conditions under which the corporate citi- 
zenship responsibilities of electric utilities have increased great- 
ly. One such responsibility is that of providing an adequate 


municipal water supply ...” 
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water well field nearby to provide part 
of the interim requirements at Big Spring 
and Odessa. 


URING the preliminary studies of this 

project in the Permian basin, a 
favorable site for a smaller reservoir was 
located on Morgan Creek, a tributary of 
the Colorado river near Colorado City, 
Texas. Growth of the area indicated an 
immediate need for additional generating 
capacity and studies showed that the lo- 
cation near Colorado City would be effi- 
cient from the standpoint of generation 
for the company system. 

The Colorado City municipal water 
supply had been obtained from ground 
water sources, but it was becoming ap- 
parent that this supply was limited and 
additional water would be required. Con- 
sequently, the company undertook to 
develop co-operatively with Colorado City 
a reservoir at the site, and in 1948 a per- 
mit for the construction of a 30,000 acre- 
foot reservoir on Morgan Creek was 
obtained. The company entered into a 
contract with the city under which the 
city purchases water from the reservoir, 
has its own intake and pumps on the 
reservoir, and assumes the responsibility 
of policing the reservoir and its water- 
shed to prevent pollution. 

In the years following 1948 the area 
has grown more rapidly than anticipated ; 
four generating units have been put into 
operation at the company’s Morgan Creek 
plant, and a fifth is under construction. 
Another unit is being planned after 1962. 
The company is therefore constructing 
another reservoir on nearby Champion 
Creek to augment the water supply for its 
expanding plant and for the city’s in- 
creasing requirements. 
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enn, at the east end of the 
company system—in the area be- 
tween Fort Worth and Dallas—the city of 
Arlington was experiencing a population 
growth at a rate which has been exceeded 
by very few cities in the United States 
(from 15,000 in 1954 to 38,770 in 1957). 
In 1953 Arlington city officials recog- 
nized a coming pinch in their water sup- 
plies, which at that time came from a 
system of water wells pumping from the 
Trinity sands. These sands, while pro- 
lific, supply water to other cities and in- 
dustries in the area and pumpage has 
exceeded the rate of recharge with the 
result that water levels have declined 
continuously for many years. 

After consideration of several alterna- 
tives, Arlington’s engineers advised that 
the best course would be the construction 
of a reservoir on nearby Village Creek. 
There were alternative proposals: a reser- 
voir with 40,000 acre-feet of capacity, or 
a smaller and less costly lake with 25,000 
acre-feet. The city’s finances would not 
permit the construction of the larger 
reservoir, and bonds were issued to f- 
nance the smaller lake at an estimated 
cost of $2.3 million. 


poe the company’s Handley steam- 

electric generating station is located 
near the site of the proposed lake, and 
since the plant had been operating on 
well water from the Trinity sands, the 
company recognized the mutual benefits 
involved in having the larger reservoir 
built. Such a source of cooling water also 
would eliminate the need for cooling tow- 
ers, thereby reducing the company’s water 
consumption per kilowatt-hour generated 
and eliminating a source of high mainte- 
nance costs. 
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Water Problems in Texas 


at much of Texas, conditions are such that surface water reservoirs, 
in order to provide carry-over storage sufficient to assure an ade- 
quate water supply during dry periods, must be relatively large and take 
full advantage of their watersheds. Also, since suitable streams or dam 
sites are not always conveniently nearby, a city may find tt necessary to 
finance miles of pipeline and pumping facilities. Since taxing powers of 
municipalities are limited under the Texas Constitution, waterworks sys- 
tems and water supply reservoirs are financed largely from bonds sup- 
ported by water department revenues.” 





An agreement was made whereby the 
company would, in effect, finance the ad- 
ditional cost of construction of the larger 
reservoir in return for which it would be 
given the right to a proportionate part 
of the storage and water yield. The city 
was to construct, own, and operate the 
reservoir and police and maintain it. This 
reservoir was completed early enough in 
1957 to be filled shortly after comple- 
tion by heavy spring rains. This occurred 
none too soon, for Arlington’s under- 
ground water supply had become inade- 
quate and the city had found itself forced 
to depend upon emergency water from 
Fort Worth and from the company’s 
Handley plant wells. 





\. city in the company system 

that was outgrowing its municipal 
water supply in this period was Graham 
in north Texas. Graham had been plenti- 
fully supplied with water from its Lake 
Eddleman on Flint Creek since it was 
built in the twenties, but the city’s growth 
and the recent drought period in the 
Southwest made a new long-range supply 
necessary. 

Although a suitable site for a larger 
lake was available on another creek ad- 
jacent to the existing lake, it was im- 
possible for Graham to finance the full 
development of the watershed. 

System load studies had shown, mean- 
while, that the Graham area, a strategic 
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junction on the company system between 
Fort Worth and west Texas, would be 
a desirable location for a new power plant 
site, provided sufficient water supplies 
were available. Again it was apparent that 
benefits could be obtained by co-operative 
action between the city and company, and 
such a proposal was made to the city. 
The city concurred and in 1955 the state 
awarded a permit for the project. 


‘ieee agreement worked out between 

the city and the company provides 
for option payments by the company to 
preserve its rights to use water from the 
reservoir in the future, with option pay- 
ments to end when the company begins 
to use water from the lake for operation 
of a power plant at the site. The com- 
pany’s option payments are recoverable 
in part out of its payments for water 
over an extended period. Availability of 
this option money simplified the city’s 
financing of the project and at the same 
time gave the company assurance of a 
future water supply. 

Subsequent to the initial arrangements, 
it appeared desirable to make provisions 
for interconnecting the city’s existing 
Lake Eddleman on Flint Creek with the 
new reservoir. This involved raising 
water levels in Lake Eddleman 13 feet 
and an agreement was reached between 
the city and the company whereby the 
city will cause the Lake Eddleman dam 
to be raised and the two lakes to be inter- 
connected by a canal. The company con- 
tracted to pay the additional expense of 
this project and is entitled to the addi- 
tional water made available. Joining the 
two lakes and raising the Eddleman dam 
also will provide substantial incidental 
flood-control benefits for Graham, which 
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is situated downstream from the con- 
fluence of the two streams. 


Wa these various projects make 
available adequate water supply for 
the immediate future, the impressive 
growth in the company’s load in recent 
years and the increasing water consump- 
tion throughout the area make it apparent 
that the search for long-range water sup- 
plies cannot be relaxed. Such resources 
must be acquired in advance of need if 
water shortages are to be avoided. 

Looking even beyond the full develop- 
ment of streams affording water of good 
quality, the company has studies under 
way on possible uses of large deposits of 
moderately salty underground waters and 
of several surface streams whose waters 
are contaminated by salt deposits in their 
watersheds. 

Texas Electric Service Company feels 
such waters present a potentially valuable 
undeveloped resource, susceptible to use in 
two ways: (1) by industries whose 
processes are such that moderately salty 
water can be tolerated, particularly by 
those industries which require water for 
cooling purposes, and (2) by demineral- 
ization, to remove enough salts to make 
the water drinkable or suitable for vari- 
ous industrial processes. 

In order to determine what under- 
ground brackish water resources are 
available, the company has undertaken 
an extensive survey of the saline water 
resources in a large area in its western 
division. The results of this survey will 
indicate the extent of the deposits and 
their nature and will make it possible to 
provide prospective users with reason- 
able assurances as to saline water availa- 
bility. 
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[* recent years considerable progress 
has been made in the development of 
processes for removing salts from water 
and there are several under active investi- 
gation at this time, most of them being 
variations of the distillation process. 
However, one process, electrodialysis, 
operates upon an entirely different prin- 
ciple. Although the fundamentals upon 
which this process depends have been 
known for many years, the recent avail- 
ability of synthetic ion exchange mem- 
branes of high electrical conductivity has 
only lately made the process appear eco- 
nomically feasible. 

Although none of the demineralization 
processes now available produce cheap 
water, the electrodialysis process shows 
considerable promise for the desalination 
of brackish waters because it is the one 
process in which the power requirements 
are roughly proportional to the amount 
of salts removed; and it appears that 
moderately salty waters, such as are avail- 
able in many southwestern areas, may 
some day be treated at costs which are 
competitive with the ever-increasing cost 
of obtaining fresh water from surface 
supplies. 


nn it was felt that the electrodialysis 

process showed promise and might 
in time provide a supplemental water 
supply for some of the communities 
served, the company began in 1954 a pro- 
gram of investigation and testing. At 
first this program was limited to the op- 
eration, under field conditions, of elec- 
trodialysis equipment of the only design 
commercially available at that time; but 


it soon appeared that further work should 
be undertaken to press for the large-scale 
units which will be needed. To this end 
the company has been conducting inde- 
pendent research, which has stimulated 
interest in the process. Prospects are good 
that research will result ultimately in the 
development of larger and much more 
economical plants than are presently avail- 
able. 

The company is also interested in re- 
search to help solve the problem of 
evaporation from reservoirs. Cities in 
west Texas that depend on surface water 
supplies find that evaporation consumes 
as much, or more, water as is put to use- 
ful purposes. It has been estimated that 
the 17 western states alone lose as much 
as 15 million acre-feet of water by 
evaporation. Recognizing the importance 
of these losses, the company in 1955 en- 
couraged the formation of a nonprofit or- 
ganization devoted to financing research 
designed to find ways and means of reduc- 
ing evaporation losses. Monomolecular 
films, which demonstrate savings of up 
to 65 per cent or better in the laboratory, 
show great promise and the company is 
actively participating in this research. 


N summary, both the company and the 

various communities in its system 
have benefited by those projects which 
have already been completed; and, by 
continuing such a mutually beneficial pro- 
gram as well as a constantly alert pro- 
gram of research, the company and the 
cities and towns in its system will be able 
to do much to meet the ever-increasing 
need for additional water supplies. 
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What Can Be Done about the 
Right-of-way Problem? 


System planning engineers, as well as other utility man- 

agement people, will profit by this brief outline of 

general principles. It covers future price estimation of 

known sites as well as speculation as to the availability 
of suitable property in the future. 


By M. C. WESTRATE* 


NE article or a hundred will not 

solve the many varied problems 

presented in the acquisition of 
land for utility use, but it is hoped that 
this article will in a general way present 
the major aspects of the problem so that 
those interested can see what has to be 
done. This alone would be a start toward 
a solution, because understanding a prob- 
lem is the first important step or, as the 
saying goes, “A thing well begun is half 
done.” It is also hoped that some of the 
suggestions made will stimulate ideas and 


*Staff consulting engineer, Commonwealth As- 
sociates, Inc. Jackson, Michigan. For additional 
personal note, see “Pages with the Editors.” 
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develop ways in which to alleviate some 
of the right-of-way problems. 

The system planning engineer faces 
the issue squarely when, in studying al- 
ternate plans, he tries to estimate the fu- 
ture price of right-of-way sites and also 
tries to determine the possibility of suit- 
able property being available at any price. 
The right-of-way department tries to be 
helpful but usually is discouraging be- 
cause of some recent purchases it had 
to make at a very high price or because of 
some zoning restriction it could not get 
changed, with the result that it had to 
plan a different route. 

After hearing all the woes of the right- 
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of-way department, the planning engi- 
neer decides that the price of property is 
already too high and rapidly going higher, 
with the possibility of becoming unavail- 
able. 

As a result, he concludes that he 
should project his planning further into 
the future and recommend the purchase 
of all the sites and right of way that will 
be needed as far as plans can be projected 
practically and at least until time for him 
to retire, which may be twenty years 
away. 


| genrenge on such a scale is a big proj- 

ect but, assuming that it can be done, 
the planning engineer proudly takes his 
long-range plans to management and finds 
a great deal of interest but, as he expect- 
ed, he also finds many other problems. 
The raising of sufficient money to buy 
the amount of property involved may put 
too heavy a strain on the capital structure 
of the company and even the amount that 
can be financed is a questionable invest- 
ment if the company is not allowed to put 
the land held for future use in the rate 
base so as to be able to earn on it until 
used. 

Other problems are also presented by 
the early acquisition of property. In many 
areas it is almost impossible to acquire 
any extensive right of way without some 
condemnation. In some states the courts 
will not allow condemnation for future 
use and it is questionable whether it is 
wise to invest in part of the right of way 
if the total is not assured. If certain de- 
sirable sites and rights of way are avail- 
able, what is the assurance that future 
zoning restrictions might not prevent 
their use as intended? In addition to 
these unanswered problems there are the 
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taxes and insurance on the property, the 
maintenance and the protection against 
encroachment, and other risks. 


| me with all the problems of early 

acquisition of land, management may 
not agree with the planning engineer on 
this as being the solution to future right- 
of-way problems, even though property 
values have increased enormously in the 
past and will probably continue to do so 
in the future. This is particularly true if 
the public utilities commission will not 
allow including this investment in the 
rate base. If not included, the carrying 
charges are taken from the earning of the 
stockholders. This might be considered 
reasonable if there were a good probabil- 
ity of recouping this loss through future 
increased earnings, but this would appear 
to be only wishful thinking in a regulated 
utility. On the other hand, placing land 
held for future use in the rate base may be 
construed as making present customers 
pay for the benefit of future customers. 
Between the two, it would seem that pres- 
ent customers stand a better chance of 
profiting by such prudent investments 
through lower rates as future customers 
than do the stockholders. 

Faced with the many discouragements 
for obtaining adequate sites and right of 
way for future needs, the planning engi- 
neer would be tempted to turn to alter- 
nate means of supplying electric service 
if there were any practical means avail- 
able. Underground construction is the 
method most often suggested and this has 
been necessary to a limited extent in the 
larger cities in spite of the fact that the 
cost is several times that of open wire 
lines. 

The extensive use of underground 
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_— in the right-of-way problem ts rapidly increasing as the ania 


problems of acquisition get greater and greater. The problem ts 
more and more becoming one for management since it involves large ex- 
penditurcs of money and some very important policies for the future. No S ‘ 
doubt a great deal can and will be accomplished through the co-ordinated vi 
efforts of the various utilities and others involved in land use. This goes 
for many right-of-way problems, such as relocation for highways. Co- 
operation between utilities could also be beneficial in the right-of-way 
problem associated with relocation of facilities to accommodate a high- 
way construction program. All efforts must necessarily be directed toward 

the common good and public welfare.” 


neers, 
suffici 
effort 
Elect 
right- 
the A 





construction would not only materially 
increase the cost of electric service but 
would pose some engineering and operat- 
ing problems. Only a few miles of high- 
voltage cable can be used before the charg- 
ing current equals the thermal capacity of 
the conductor. Series reactors could be 
used in somewhat the same way as load- 
ing coils are used in long telephone cables, 
except they would need to be very large 
in order to carry the hundreds of amperes 
of power current and they would add ap- 
preciable losses to the circuit. Also they 
would add considerably to the cost of the 
already expensive cable circuit. 
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|. ae way to overcome the large 

capacitance of cables is to use direct 
current. This, however, requires large in- 
vestments in terminal equipment which 
makes it impractical except for special ap- 
plications, such as the one in Sweden 
from the mainland to the island of Got- 
land, a distance of 60 miles. 

One thing that becomes evident to the 
planning engineer is the desirability of 
planning for maximum use of existing 
right of way. This may involve the use 
of extra-high voltage or simply larger 
conductors and multiple circuit towers. It 
could also mean in some cases the use of 
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single pole structures as was done in the 
hybrid seed corn country near DeKalb, 
Illinois, to minimize the number of rows 
of corn involved per structure, or it could 
mean narrow base towers and other de- 
signs to fit the available space, such as 
bridge towers or offset towers along rail- 
ways as was done near St. Louis in 1950 
by the Union Electric Company. Another 
example of compatibility occurred in 
Michigan when the farmers insisted that 
H-frame transmission structures had to 
have a minimum distance between the two 
vertical poles so that the farmer could 
drive his largest farm equipment between 
them. 


S much for the woes of the right-of- 

way agents and the planning engi- 
neers. At least the problem has gained 
sufficient recognition to spur co-operative 
efforts to find ways to alleviate it. The 
Electrical World held its second annual 
right-of-way conference in March and 
the American Right of Way Association 
and Edison Electric Institute are plan- 
ning committees to work on the problem. 
Some of the things which it is hoped can 
be accomplished by joint effort are: 


PROMOTE a co-operative positive ap- 

® proach to the problem through in- 
forming the public and all those public 
bodies interested in land use of the elec- 
tric utility needs for the public good. 
There are many ways in which to do this. 
The British Central Electricity Authority 
has used full-page newspaper advertise- 
ments to tell of the need for pylons, as 
they call transmission towers, and to an- 
swer the question “Why Not Put the 
Power Lines Underground?” A number 
of American utilities have prepared edu- 


cational pamphlets, such as the one by 
Cleveland Electric Illuminating, “Why 
Not Put All Electric Wires Under- 
ground?” 

A number of utilities have prepared 
brochures for use by planning bodies. A 
co-ordinated effort on preparing and dis- 
tributing suitable literature could be help- 
ful in gaining co-operation of everyone 
involved in the study of land use through 
understanding of the utilities’ particular 
problem. 


2 PeEruaps the schools that offer plan- 

* ning courses and the professors who 
teach these subjects could be of help 
through including the need for right of 
way for electric utilities in their curricu- 
lum and through suggestions they might 
develop for helping solve the problems. 
Since the Massachusetts Institute of 
Technology first established a planning 
school in 1929, more than twenty others 
have been formed. Help at this level 
should prove very beneficial and have 
long-range value to gain good will and 
public acceptance. 


ENGINEERS should be civic minded 
¢ and make electric systems as com- 
patible as practical through increased use 
of right of way and design of substations 
in keeping with the neighborhood. A great 
deal has already been done and many 
articles published on making substations 
attractive. 


4 ZONING regulations are a civic need 
® in growing communities and since it 
is difficult to change them every effort 
should be made to get them right initially. 
In fact, model zoning laws should be de- 
veloped and made available whenever 
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such legislation is undertaken. Perhaps 
some are already in use which would be 
suitable for most cases. 


5 FINANCIAL relief through approval 
* for including land for future use in 
a company’s rate base depends on convinc- 
ing the utility commission or the lawmak- 
ers that such would be for the public good. 
Perhaps the planning engineers could be 
of help in this effort. Sufficient experience 
should be readily available to show the 
terrific increase in right-of-way cost, but 
it would be up to the planning engineer 
to show why some particular property 
would be needed for future use based on 
a well-prepared plan. The large savings 
made by an early investment should be 
easy to prove because even without infla- 
tion the old law of supply and demand 
will in itself continue to raise appreciably 
the cost of some property. 

The question might be raised of wheth- 
er present customers should pay slightly 
higher rates to provide carrying charges 
on property held so that future customers 
can enjoy substantial savings. The philos- 
ophy that they should seems well justified 
if the savings are shown to be great 
enough and if the investments are care- 
fully and prudently made. If neither the 
present customers nor the stockholders 
ate willing to pay the carrying charges 
the door is open for a third party to make 
the investment and also a nice profit. 


More and more electric utilities are 
* finding it necessary to purchase strip 
right of way instead of easements. This 
makes their problem more like that of 
highways and railroads. It would then 
seem as though a great deal could be ac- 
complished by combining these various 
services on the same or adjacent right 
of way in order to save involving more 
farms and subdivisions than necessary. 

Interest in the right-of-way problem 
is rapidly increasing as the problems of 
acquisition get greater and greater. The 
problem is more and more becoming one 
for management since it involves large 
expenditures of money and some very im- 
portant policies for the future. No doubt 
a great deal can and will be accomplished 
through the co-ordinated efforts of the 
various utilities and others involved in 
land use. This goes for many right-of- 
way problems, such as relocation for high- 
ways. Co-operation between utilities could 
also be beneficial in the right-of-way prob- 
lem associated with relocation of facili- 
ties to accommodate a highway construc- 
tion program. 

All efforts must necessarily be directed 
toward the common good and public wel- 
fare. This is well expressed in a quotation 
from Harvey S. Perloff’s recent book, 
“Education for Planning,’ which puts it 
as follows: “More can be accomplished 
through positive developmental planning 
than through negative control.” 





¢ ye Heri victimizes all those people who place their savings 

in money and money-repayable contracts. The loss begins in 
the very coins and currency in the pockets and tills of our people. 
A large group of victims is thus found among the poorest and least 
prescient members of our society.” 


—Matcortm Bryan, 


President, Federal Reserve Bank of 
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Atlanta. 
















































































Some Critical Thoughts on 
Cost of Capital 


The determination of the cost of capital depends to a large extent 
on the earning capacity of a company wishing the capital. But in 
the case of a regulated public utility the earning capacity may, in 
turn, depend on the impact of the cost-of-capital approach by the 
regulatory authority in determining the rate of return allowance. 
Is this circular reasoning, which results in a built-in sort of con- 
flict, making the cost-of-capital approach a defective one? 


3y LEONARD A. O’CONNOR* 


UBLIC utility commissions and their 
staffs have a most difficult task in 
their continuing deliberations as to 
what are “fair rates of return” for the 
investor-owned utilities in this country. 
It is no wonder that they have sought out 
every tool of analysis that can be used to 
assist them. Yet it seems to this writer 
that in employing the cost-of-capital ap- 
proach, as commissions have done with 
greater frequency of late, they are utiliz- 
ing a device which, while it gives the ap- 
pearance of providing an impartial, math- 
ematical answer to their problem, actually 
contains a built-in error of important 
consequence. 
*Member, controller’s staff, The Connecticut 
Light & Power Co. Hartford, Connecticut. For 


additional personal note, see “Pages with the 
Editors.” 


It is almost as if the commissions be- 
ing so close to the problem have missed 
something which might be obvious to one 
standing at a distance. The error, it is 
submitted, is this: Cost of capital is tied 
to the utility’s earning ability which is it- 
self directly related to the allowed rate of 
return. Therefore, using cost of capital 
as a determinant of rate of return is cir- 
cular reasoning, and inherently fallacious. 


|S smapiacien of a composite percent- 

age of cost of capital requires com- 
missions to examine the cost of debt capi- 
tal, cost of preferred stock capital, if any, 
and cost of common stock capital. Each 
of these components is affected by the 
level of earnings, past and present, for the 
utility, but most clearly and to the great- 
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est extent, the last named. In the typical 
case the regulatory body establishes a sep- 
arate cost for each class of capital and 
weights them by the company’s capitaliza- 
tion ratios to determine the composite 
rate. It is this rate which is then, with 
varying degrees of importance, used in 
arriving at a percentage rate of return to 
be applied to the accepted rate base. 

The cost of debt capital used is an his- 
torical cost, derived by taking the total of 
present interest charges and applying it to 
the principal amount of the bonds out- 
standing. In some jurisdictions, consid- 
eration may be given to an impending 
bond issue at a hypothetical interest cost. 
Basically, however, it is an historical com- 
posite cost compiled of interest rates ob- 
tained over past decades when the com- 
pany’s earnings and interest coverage may 
have been good, bad, or indifferent, when 
the capitalization ratios may have been 
much different than at present, and when 
the utility’s bond rating may have been 
one or more notches higher or lower. 


Ww slight qualification, the same 

comments might be made about the 
manner in which the cost of preferred 
stock is obtained. It is the same process, 
developing an historical composite cost. 
For both classes of capitalization the level 
of earnings and the general financial 
health of the company in the past have de- 
termined the cost of this capital and will 
do so in the future. To allow these costs 
to govern future earnings by using them 
to compile a rate of return is to set a dog 
to chasing its tail. A utility with low-cost 
senior securities because of successful past 
years may find itself cut back in earnings 
at a time when it is moving into adverse 
times. And a utility which is growing into 
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strength may be given a richer return 
than would ordinarily be necessary. 

A corollary error in using an historical 
composite cost of capital for these securi- 
ties is that it gives no weight to possible 
long-term trends in these costs. A utility 
could show the same average cost of debt 
whether its issues were getting progres- 
sively less expensive or more expensive. 
If cost of capital has any validity, setting 
a rate of return for present and future 
needs should definitely take cognizance of 
such a trend, but it is masked by using the 
historical composite cost. 


- determining a cost of common stock 

capital the commissions admittedly 
have the most difficult problem as com- 
pared with determining the cost of bond 
or preferred capital. Since there is no ra- 
tional basis on which to develop an his- 
torical cost of common stock capital, the 
commissions here swing entirely about 
and compute a reproduction cost for that 
capital, assuming it had to be entirely re- 
placed at the current market prices. The 
yield at which the common shares of the 
utility are then being traded is sometimes 
taken as the basis, and to this is added an 
adjustment for costs of issuance and for 
the pay-out ratio. Other times commis- 
sions will simply take the earnings-price 
per cent and adjust for cost of issuance. 
There is no real difference in the two 
techniques. It is a reproduction cost that 
is thus developed, which supposes that if 
the utility were to recreate its common 
stock equity in the existing market it 
would theoretically require earnings at 
the computed rate in order to meet the 
yield that the shares are currently selling 
at. 

The primary fault with this manner of 





SOME CRITICAL THOUGHTS ON COST OF CAPITAL 
em aa a 





Uncertain Equity Capital Costs 

— determining a cost of common stock 

capital the commissions admittedly have 
the most difficult problem as compared with 
determining the cost of bond or preferred capi- 
tal. Since there is no rational basis on which 
to develop an historical cost of common stock 
capital, the commissions here swing entirely 
about and compute a reproduction cost for that 
capital, assuming it had to be entirely replaced 
at the current market prices. The yield at which 
the common shares of the utility are then being 
traded is sometimes taken as the basis, and to 
this is added an adjustment for costs of tssu- 
ance and for the pay-out ratio. Other times 
commissions will simply take the earnings- 
price per cent and adjust for cost of tssuance. 
There is no real difference in the two tech- 
niques.” 





computing the cost of common stock capi- 
tal, other than its basic unrealistic as- 
sumption of recreating the common equity 
at one swoop, is that the yield at which 
the utility’s shares are selling is directly 
related to the utility’s earning prospects 
which are in turn tied to the allowable 
rate of return. It is cause and effect of an 
obvious sort. A utility with depressed 
earnings, brought to a rate case, would 
have its common shares selling at a higher 
yield than ordinary. The reduced cover- 
age for the dividend, or investor disinter- 
est caused by the lowered earnings, or 
both, would have driven the yield up. Un- 
der this condition its cost of capital and 
therefore its rate of return would auto- 
matically be higher than another utility 
whose earnings were not temporarily re- 
duced. While its cost of capital is higher 














perforce, there is no reason why its rate 
of return, which is to be set for an in- 
definite time, should be higher than for 


other utility companies. 
— fault with this method of 
establishing a cost of capital for 
common stock equity is that it is strongly 
subject to extraneous influences in the se- 
curities market. A utility whose rate level 
was under adjustment during a period of 
declining stock market values would fare 
better, relatively, than another similar 
utility whose rate proceeding occurred 
during a strong phase of the market. 
There is no justification for a procedure 
which makes the levels of rates for utility 
customers subject to the prevailing tenor 
of the securities market at the time the 
rates were being determined. 
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It is also disturbing that this mecha- 
nism identifies market value of the utility’s 
common stock, on which the yield or 
price-earnings ratio is based, with the 
book value of the common stock and sur- 
pluses, to which the derived percentage is 
applied. This can lead to unfair conse- 
quences. Suppose, as a simplified ex- 
ample, we consider a company with a 
capitalization made up of 100 per cent 
equity. If that company’s shares were 
selling to yield 6 per cent and a 6 per cent 
return were consequently granted to the 
company, it would not be enough to pay 
the dividend if the shares had a market 
value above the book value. This ex- 
ample, which disregards expense of issu- 
ance and assumes a 100 per cent pay-out 
ratio, can easily be proven by using dollar 
amounts of earnings equivalent to the 6 
per cent allowable return. To the degree 
that common shares sell above book value, 
which is marked in many instances, the 
utilities are harmed by this procedure. 


| ioe all into account, then, the reg- 
ulatory body after determining the 
historical composite costs of debt capital 
and preferred stock capital, combines the 
two with a replacement cost of common 
stock capital. This is surely mixing pears 
and peaches. The level of current earn- 
ings dominates the cost of common stock 
capital, while it is earning performance in 
the past which influences the costs of the 
senior capital. We would be on somewhat 
firmer ground theoretically, if cost of 
capital is to be used at all, if we were to 
use a replacement cost for the entire 
capitalization as a guide to the necessary 
level of earnings for the future. 

In addition to the major premise set 
forth above, that the use of cost of capital 
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is not a proper determinant of rate of re- 
turn since it is not independent, there ex- 
ists another group of reasons that argue 
against its use. These are in the area of 
compensatory action that utilities may un- 
dertake to protect themselves against cost- 
of-capital rate regulation. 

The first of these is that utilities may 
begin to manipulate dividend policy—i.e., 
pay-out ratio—in order to attain a more 
favorable cost of common stock capital 
for rate proceedings purposes. A utility, 
without substantial change in per share 
earnings, could raise its dividend by in- 
creasing its pay-out percentage and there- 
by increase its stock’s market yield and 
price-earnings ratio. A stock with a pay- 
out of 90 per cent will generally sell at a 
higher yield and higher price-earnings 
ratio than one with a pay-out of 70 per 
cent. The possibility of utilities adjusting 
their basic financial policies so as to be ac- 
corded better treatment in a rate proceed- 
ing is foreign to the best interests of rate- 
payers and possibly to investors also in 
the long run. Yet utility managements 
may avail themselves of this device if 
cost-of-capital regulation becomes sorely 
discriminatory. 


i ious use of the cost-of-capital ap- 
proach by regulatory commissions 
could also, taking another turn, lead to a 
situation wherein utilities find themselves 
less concerned with the relative cost of 
capital. If a higher cost of capital is to 
be allowed as a basis for a higher rate of 
return, will not the historical search for 
low-cost capital by utilities seem less 
pressing? The adverse effect this would 
have on rate levels is manifest. 
Consideration of cost of capital invari- 
ably leads the regulatory commission into 
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the area of capital structure, which is 
traditionally the responsibility of manage- 
ment. Granted a given rate of return, a 
utility should have the privilege of using 
a large proportion of common stock fi- 
nancing and returning a relatively low but 
stable return on this capital, or using a 
large proportion of debt capital and giv- 
ing the common stockholders a higher re- 
turn, but subject to all the short-term ef- 
fects of leverage. And who is to say 
which is the least expensive form of capi- 
talization over the years when all factors 
are considered? 


HE problem of rewarding an efficient 

management within the rate of return 
formula which comes up from time to 
time (and usually disappears again with- 
out solution) can be reasonably treated 
by eliminating cost of capital as a con- 
troller of rate of return. By obtaining its 
capital at a price below the fair rate of 
return allowed the utility, an efficient 
management can generate its own reward 
for itself and the common stockholders 
without the commission’s concern. Since 
sound engineering and careful adminis- 
tration can indirectly result in lower capi- 
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tal costs, this method of recompensing an 
efficient management is not limited to 
those managements whose forte is the 
astute timing of security sales. 


——- an analogy is helpful in se- 
curing a point of argument. If a coal 
company which was supplying an electric 
utility adopted a policy of charging a per 
ton price which varied directly with the 
utility’s current rate of return, can we 
imagine that the state regulatory commis- 
sion would long allow that price as a 
legitimate operating expense in fixing a 
rate of return? Certainly not, and yet 
commissions are doing exactly this in us- 
ing cost of capital as a determinant of 
rate of return. The utility industry would 
be much better off if cost of capital were 
left a problem of management as one of 
the risks of the business, and regulation 
looked elsewhere for a yardstick of fair 
rate of return. Where else it is not here 
suggested, but it is felt that it would be 
better to take an entirely subjective ap- 
proach, or adhere to the time-honored 
basis of 6 per cent as reasonable, than to 
follow a course which is demonstrably 
self-defeating. 





¢ sy our country corporate enterprise and our system of Capital- 
ism exist solely under a franchise from the public. 
“No enterprise can ever safely take this franchise for granted. 


If the franchise is to be maintained in future years the public must 
become far better informed and more thoroughly convinced of the 
soundness of our system of corporate enterprise. 

“For this reason it is a cardinal principle of public relations— 
as we understand it in America—that all corporate enterprise must 
be conducted in ways that serve the public interest. 

“Business of necessity must ALWAYS give first priority to profits 
—but never at the expense of good will. For the loss of good will 
means the loss of a priceless asset—one indeed indispensable for 


profitable operation.” 


—Joun W. Hitt, 
Chairman of the board, 
Hill & Knowlton, Inc. 
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Freight Taxes Repealed 


He Senate on June 26th voted ap- 
proval of a compromise agreement 
reached by Senate-House conferees re- 
pealing taxes on freight but retaining the 
10 per cent tax on airline, bus, and train 
passenger transportation. 

Under the agreement the 3 per cent tax 
on transportation of property, and the 
special taxes on coal and oil transport by 
pipeline, will be repealed as of August Ist. 
The House agreed to act the following 
day on the compromise. 

Dan Throop Smith, Treasury tax 
spokesman, who was present when the 
compromise agreement was approved by 
the House-Senate committee, expressed 
“deep disappointment” that President 
Eisenhower later signed the legislation. 
Senator Byrd (Democrat, Virginia), 
Senate Finance Committee chairman, who 
announced the compromise action, said 
the freight repealer will cost an estimated 
$485 million of revenue. By refusing to 
approve the repeal of the 10 per cent 
passenger tax, the conferees saved the 
Treasury an estimated $225 million of 
revenue. 
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Washington and 


the Utilities 


The transportation tax amendment was 
added in the Senate last month to legis- 
lation extending for another year from 
July 1st, the existing taxes on corpora- 
tions and the so-called Korean excises on 
liquor, cigarettes, automobiles and parts. 
These taxes, which were scheduled under 
the present law to expire at midnight June 
30th, involve an estimated $2.5 billion 
of revenue. The net loss to the Treasury 
on the freight tax will thus reduce the 
yield on the extension bill to just over 
$2 billion. 


} ip administration originally asked 
that the taxes due to expire June 30th 
be extended without any tax reduction 
amendments being attached. The Presi- 
dent said he was opposed to any reduction 
of revenue in view of the prospective 
deficits the Treasury is facing for this 
year and next. The House passed the 
extension bill as the administration asked 
with no revenue loss, but the Senate by 
a vote of 59 to 25 voted to repeal all 
transportation taxes. 

It is understood that Robert B. Ander- 
son, Secretary of the Treasury, conferred 
with House leaders in an attempt to have 








them stand fast against accepting the 
Senate action. House conferees suggested 
that the tax on transportation by oil 
pipeline be retained as well as the tax on 
bus, plane, and train tickets, but the 
Senate group pointed out that oil and 
coal are competitive and that if the tax on 
one was approved the other should be 
given relief, too. Senator Smathers 
(Democrat, Florida), author of the orig- 
inal transportation tax repeal amendment, 
agreed to go along with the compromise 
on freight repeal only, although he said 
he felt certain that the country wanted 
repeal of passenger taxes, also. He stated 
on the Senate floor, however, that he 
would move later on to repeal the 
passenger tax. 

Two tax measures are still slated to 
come before Congress at this session. One 
is a huge technical revision bill, which 
the House already has voted, and the 
Senate Finance Committee has approved 
an amended version for early action. The 
second tax measure is expected to be one 
to give special relief to small business. 
This measure has been requested by the 
administration and is still being completed 
by the House Ways and Means Com- 
mittee. 

Smathers might offer his amendment 
on passenger taxes to either of these 
measures. There have been strong intima- 
tions from administration sources, how- 
ever, that it will go no farther than the 
freight tax repealer and if any further 
cuts are attached to forthcoming legisla- 
tion a veto is likely. 


> 
Rivers and Harbors Bill 


Passes 


SENATE-HouseE conference finally 
agreed to iron out differences in the 
first general rivers and harbors bill in four 
years. As passed by the House, the 


WASHINGTON AND THE UTILITIES 








Senate-approved bill (S 3910) sought to 
compromise differences with the admin- 
istration which resulted in presidential 
vetoes of two earlier versions. The new 
bill provides a total authorization of over 
a billion and a half dollars. The Engineers 
Corps will get more than $600 million in 
authorizations and the Interior Depart- 
ment $250 million. 

Items of particular interest to electric 
utility companies include the following 
projects: Penstocks for possible future 
development of power will be included in 
dams above the Millwood reservoir, for 
which $53.2 million will be authorized for 
the Red-Ouachita river basin. In Georgia 
the Hartwell reservoir will receive a little 
over $44 million to finish up the program. 
The White river basin in Arkansas will 
receive increased authorizations amount- 
ing to $57 million, but the Senate had 
already knocked out attempts to include 
funds for planning additional power fea- 
tures. Planning funds for a new project, 
the Bruces Eddy, Idaho, were included, 
amounting to $1.2 million. 

A limited interpretation of the prefer- 
ence clause was settled in conference. 
South Dakota, mostly served by business- 
managed electric companies not eligible to 
buy power as preference customers, will 
be assured of a “reasonable amount” of 
power. South Dakota had contended it 
did not receive a fair share under previous 
interpretations of the preference clause 
reserving power from federal dams to 
government power distribution agencies. 


HE conference worked out a com- 

promise whereby any state where a 
Missouri basin power dam is located can 
be allocated a share (to be fixed by the 
Secretary of the Interior) up to 50 per 
cent of the power, provided only that that 
allocation is distributed first to preference 
customers in that state. This means, 
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where there are few or no preference 
customers, the state’s share may then be 
sold to private companies regardless of 
requests from preference customers in 
other states. 

Both houses of Congress approved the 
conference report and the President was 
expected to sign. 


. 
European Atomic Plant Aid 


- ormnagh Eisenhower’s program for 
aiding atomic power plants in Europe 
is due for prompt approval. Under this 
program the United States will co-operate 
with the European Atomic Energy Com- 
munity (Euratom). It is part of the 
President’s atoms-for-peace plan under 
which the United States would contribute 
nuclear fuel, industrial knowledge, and 
long-term credits. Euratom would than 
be able to build six large nuclear power 
plants in Western Europe with 1 million 
kilowatts of capacity. 

There are three purposes to be served: 
‘1) economically strengthening Western 
iSurope by reducing the cost of energy 
imports and dependence on Middle 
Eastern oil; (2) assisting unification of 
Western European nations by combining 
six of them in common projects which 
could lead to political unification as well; 
and (3) establishing a pattern and pro- 
viding experience for atomic power plant 
operations from which the world could 
benefit. 

Eisenhower’s message stressed the fact 
that this is not a “giveaway” pro- 
gram. Euratom will itself make the orig- 
inal expenditures of capital and will buy 
supplies of atomic fuel from the AEC at 
regular prices. However, easy credit terms 
will be provided. Both American and 
European industries are expected to co- 


operate in building American-type reac- 
tors. The benefit of European scientific 
knowledge will be made available to 
American industries and government. 
Opposition was more technical than 
substantial. One problem has involved in- 
spection to prevent atomic materials being 
used for military purposes. To solve this, 
Euratom—as a sovereign international 
body in its own right—will be held re- 
sponsible for inspection. AEC will ap- 
prove the inspection system and have a 
voice in its arrangement. The whole pro- 
gram is expected to strengthen the world 
position of the Western European allies. 


HE United States will help Japan 

build a  150,000-kilowatt nuclear 
power plant. Under terms of the agree- 
ment, signed recently, the AEC will 
furnish technological assistance and ma- 
terials. The full-scale Japanese nuclear 
plant will require 2,700 kilograms of 
uranium 235—approximate value $4.6 
million—over the next ten years. Japan 
also plans a 15,000-to-20,000-kilowatt ex- 
perimental power reactor. 

The World Bank has approved a $37 
million loan to the Kansai Electric Com- 
pany, a Japanese private utility, to help 
finance construction of a 258,000-kilowatt 
hydroelectric project in the mountains of 
central Japan. Japan is the thirteenth na- 
tion to negotiate a nuclear power agree- 
ment with the United States under the 
“atoms-for-peace” program of the Presi- 
dent. 

Where research reactors are involved, 
the U. S. agrees to pay one-half 
the cost of the reactor or $350,000, 
whichever is less, and to lease the fuel 
required. When a reactor is built for 
power production, the nuclear fuel is sold 
outright. 
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Telephone and 


Telegraph 


Lease Line Rate Cut 


jf be government decided on June 25th 
that American Telephone and Tele- 
graph Company is making too much prof- 
it on its private telephone line service 
and ordered the firm to cut rates for this 
service by about 15 per cent. The Federal 
Communications Commission order is 
effective in sixty days. Commissioner 
Craven dissented. 

The order does not change rates for 
telephone service used by the general pub- 
lic, telegraph services maintained by 
AT&T, or wire circuits supplied to TV 
and radio stations for program transmis- 
sions. Privately leased telephone circuits 
are used primarily by government agen- 
cies, stockbrokers, banks, large industries, 
and others interested in maintaining con- 
tinuous communications between distant 
points. 

The lower rate will affect primarily 
the Defense Department. It has a con- 
tract with the AT&T for a large number 
of private telephone lines linking the 
SAGE radar defense warning system be- 
ing built across the country. 

Frederick R. Kappell, AT&T president, 
in New York said there was no justifica- 
tion for the rate cut. The order resulted 
from a three-year FCC investigation into 
a proposal by AT&T to offer major dis- 


counts to customers contracting for mul- 
tiple private line service. An FCC study 
showed that AT&T’s revenues would be 
reduced by $5.7 million a year under the 
1955 traffic volume, the year used in the 
study. However, officials said the use of 
private lines has expanded so greatly dur- 
ing the last three years the net revenue 
reduction based on today’s business would 
be substantially larger. 


6 és FCC said an analysis of AT&T 
figures showed it is earning at least 
10.5 per cent on its investment in private 
line telephone facilities. The commission 
said it feels this is excessive. The FCC 
said AT&T’s return on total interstate 
net investment in 1957 was approximately 
7 per cent and that the private line serv- 
ices accounted for only about 3 per cent 
of the firm’s gross interstate revenues. 

The General Services Administration, 
which took part in the studies, had 
suggested a 25 per cent reduction in 
private line rates. The FCC said recently 
that although the action was at least a 
partial grant of the GSA petition, the 
reduction order was based on the FCC’s 
own motion. 

Kappell said the FCC action will result 
“in earnings on the private line portion 
of our business, including both telephone 
and telegraph, being slashed to the con- 
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fiscatory level of less than 43 per cent, 
despite the fact that current rates for 
these services are from 30 to 50 per cent 
below prewar levels.” 


* 


Judge to Judge Miami TV Case 


a Federal Communications Com- 
mission has named Horace Stern, 
Philadelphia, recently retired chief justice 
of the Pennsylvania supreme court, to re- 
examine the grant of Miami’s television 
Channel 10 to a subsidiary of National 
Airlines, Inc. Spokesmen for the com- 
mission said this is the first time that an 
outside party has been called to hear an 
FCC case. 

The commission awarded Channel 10 
to Public Service Television, Inc., in Feb- 
ruary, 1957. The grant was protested by 
WKAT, Inc., a Miami radio station. A 
congressional subcommittee heard testi- 
mony that former FCC Commissioner 
Richard A. Mack had been approached by 
various parties interested in the award. 
Mr. Mack resigned last March. 

The FCC has regained jurisdiction of 
the Channel 10 case from the federal dis- 
trict court of the District of Columbia 
where it went as a result of the WKAT 
protest. Judge Stern will consider whether 
any member of the commission should 
have disqualified himself from voting in 
the proceedings; whether the parties in 
the proceedings knew of actual miscon- 
duct; and whether the grant should be 
set aside. 

A prehearing conference was held in 
Washington, D. C., on June 23rd. Other 
hearings may be held outside of Wash- 
ington. The Attorney General is partici- 
pating in the hearings as a friend of the 
court. The commission said it is “highly 
gratified that such an outstanding jurist 
will sit as a disinterested yet highly quali- 
fied expert to give legal consideration to 
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the particular issues in this important 
9 


case. 
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Bell System Gets Citation 


HE Reserve Officers Association of 

the United States announced last 
month the selection of the Bell telephone 
system to receive ROA’s highest award, 
the “Distinguished Service Citation,” for 
outstanding contribution to national de- 
fense. Brigadier General Delesseps S. 
Morrison, ROA’s national president, 
cited the Bell system for providing “a 
bulwark of security behind such scientific 
developments as the Dew Line and nv- 
merous defense projects, many of them 
still secret.” 

Formal presentation of the award was 
made at ROA’s annual convention ban- 
quet at Atlantic City, New Jersey, on 
June 27th. U. S. Senator George 
Smathers, a Colonel in the Marine Corps 
Reserve, was scheduled to make the pres- 
entation, to be received by Clifton W. 
Phalen, executive vice president of the 
American Telephone and Telegraph Com- 
pany. The award, first to be presented to 
an industrial organization by the Reserve 
Officers Association, cites the Bell system 
for “establishing the concept of national 
defense as a primary function of the 
nation-wide communication service in 
which it is engaged.” The award also 
notes that the Bell system companies have 
made their resources readily available to 
the civilian and military services when 
needed. 

> 


Phone Excise Taxes Unchanged 


HE House on June 26th finally re- 
jected part of the transportation ex- 
cise tax repeals voted by the Senate on 
June 19th and the Senate agreed to the 
change. The upper chamber on the earlier 
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date approved the repeal of the 3 per cent 
freight tax, and also elected (by a vote 
of 50 to 35) to go along with another 
“rail relief’ proposal to eliminate the 10 
per cent tax on interstate passenger fares 
for the railroads. On behalf of the tele- 
phone companies and their subscribers, 
Senator Douglas (Democrat, Illinois) 
tried hard for a repeal of the excise taxes 
on telephone service. Douglas was able to 
get a fairly close vote (43 to 32) reject- 
ing the amendment to do away with the 
excise taxes on local telephone exchange 
service. Another move by Douglas to 
lower excise taxes on long-distance tele- 
phone calls from 10 per cent to 5 per cent 
was defeated by a one-sided vote of 55 
to 20. 

These votes were upon amendment to 
an overall bill to continue the present 
corporate, excise, and income taxes. The 
Senate voted down all other attempts to 
epeal excise and income taxes. Final 
action was hastened, to have the bill on 
the President’s desk by the last day of 
the fiscal year. Proponents of reduction 
in telephone and transportation excise 
taxes are now considering the possibility 
of an indirect approach whereby a time 
limit would be put on the present excise 
taxes. This would require positive action 
by Congress to extend such taxes after a 
specified expiration date. 


» 
REA Committee 


Recommendations 


HE REA telephone advisory commit- 
tee is satisfied with the rural tele- 
phone loan program to date. Results of a 
meeting held last May were recently made 
public by REA Administrator David A. 
Hamil. It recommended no changes in 


basic REA policy. The committee, com- 
posed of members from commercial tele- 
phone companies, as well as REA co-ops 
and REA staff, found that after eight 
years of experience with the telephone 
amendment, REA has. satisfactorily 
proven the adequacy of the plan enacted 
by Congress. The committee suggested 
that “no modification of the present act 
be made.” This was seen as an indirect 
reference to proposals from the adminis- 
tration and other quarters that the present 
low 2 per cent interest rate should be in- 
creased. 

The committee recommended that tele- 
phone systems plan and construct rural 
telephone exchanges on an area coverage 
basis. It urged that state associations and 
other groups and organizations encourage 
and assist rural telephone companies and 
co-operatives to aid them in the develop- 
ment of such a program. The committee 
“recognizes that area coverage necessi- 
tates adequate planning and, in some in- 
stances, consolidation of small operating 
units.” 

The committee also recommended that 
REA initiate and proceed with a nation- 
wide survey to determine the quantity and 
location of unserved rural establishments, 
prospects of growth and financial require- 
ments—providing that industry-wide co- 
operation is obtained to facilitate the task. 
The committee, it was reported, does not 
intend that present loan and engineering 
personnel be diverted from their present 
assignments due to this job, but rather 
that national and state association per- 
sonnel and other industry people be en- 
listed to assemble the data. It was further 
recommended that the data accumulated 
and the information so developed “be 
compiled by REA and made available to 
the telephone industry.” 
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Deferred Taxes—How the Issue 
Is Working Out in Rate Cases 


HE Federal Power Commission has 

recently amended its uniform system 
of accounts to provide for deferred taxes.* 
The amendments follow the line of the 
commission’s decision in the Amere Gas 
Utilities Company case, which permitted 
the company to use deferred tax account- 
ing under accelerated depreciation. The 
commission apparently has not reached 
any hard and fast conclusions, since its 
accompanying order makes the following 
statement : 

“As this record shows, there are both 
advantages and disadvantages to the use 
of either the reserve or the restricted sur- 
plus treatment in accounting for accumu- 
lated deferred taxes. It is argued that the 
reserve treatment is superior in more di- 
rectly providing for future tax liability. 
However, the reserve treatment neces- 
sarily emphasizes a liability concept, al- 
though the accumulated tax deferrals 
cannot be said to represent an actual in- 
debtedness. Even though tax deferrals 
have certain aspects as a long-term debt, 
their evaluation as an existing liability 
cannot be fully justified considering the 


1Epitor’s Nore: For a critical analysis of the 
content and import of this decision, see article in 
“What Others Think” department, beginning page 
113, this issue. 
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Financial News 


and Comment 


By OWEN ELY 


long-term and noninterest-bearing fea- 
tures. 

“In favor of the restricted surplus treat- 
ment it is argued that the temporary 
classification of deferred tax amounts as 
equity capital sufficiently provides for such 
accumulations as may be needed for fu- 
ture taxes while improving the rating of 
the company’s securities and reducing its 
cost of financing. On the other hand, it is 
evident that classification of tax deferrals 
as surplus, even though restricted, tends 
to disregard their essential character as 
provisions from income committed to the 
single purpose of providing for future 
taxes. 


¢C]n fact, we think that none of the 

balance sheet categories of the com- 
mission’s Uniform System of Accounts 
is entirely suitable for the extraordinary 
accounting which tax deferral requires. 
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In view of the differences of opinion and 
conflicting considerations present, what is 
called for, in our judgment, is a separate 
balance sheet classification for accumulated 
deferred taxes. This will assure clear dis- 
closure of this important item and lessen 
the possibilities of misunderstanding and 
misinterpretation of the nature and pur- 
poses of accumulated tax deferrals. It will 
meet the intent of Congress that the funds 
generated from the effect of accelerated 
amortization and liberalized depreciation 
be available to the utilities for plant ex- 
pansion. And while making provision for 
future tax liability, will not foreclose fi- 
nancial analysts, investors, and others 
from considering these amounts as part 
of equity capital if they think proper, with 
such consequential benefits to the rating 
of the company’s securities and costs of 
financing as may result therefrom. . . 

“In view of the fact that some state 
regulatory commissions also having ac- 
counting jurisdiction have specified the re- 
stricted surplus treatment and others the 
reserve treatment, some parties urge that 
we adopt accounting provisions which 
would permit either such treatment. In our 
opinion, this dual or alternative treatment 
would cause intolerable confusion and 
conflict in the commission’s prescribed ac- 
counting and would be contrary to the 
public interest. We regret the inconsistency 
which has arisen among the several state 
commissions. Under the circumstances, 
however, we see no reasonable solution to 
the problem for those utilities which are 
required by a state commission to report 
deferred taxes as a reserve or restricted 
surplus but to classify the deferred taxes 
in accordance with state requirements for 
state purposes, and to use the treatment 
specified by this order for the purposes of 
this commission.” 


- would seem that the nonmandatory 
feature could result in confusion to the 


public, who will not understand why the 
provision for deferred taxes is an expense 
for one company but income for another. 

The real test of the treatment of de- 
ferred taxes resulting from accelerated de- 
preciation therefore appears to be in the 
decisions of state or federal commissions 
in applications for rate increases, which 
in some instances have been at variance 
with earlier accounting orders of the same 
commissions. Following is a general sum- 
mary of these decisions, designed merely 
to show their trend with respect to the 
main essentials: 

Federal Power Commission. Examin- 
ers’ decisions (subject to review by the 
commission) during March permitted 
Michigan Wisconsin Pipe Line Company 
and El Paso Natural Gas Company to 
normalize deferred taxes. 

California. In certain of the rate in- 
creases allowed during 1957-58 the com- 
mission has left the door open for recon- 
sideration of this matter. It has indicated 
in the Southern California Edison and 
other cases that if the company decides 
to avail itself of accelerated depreciation 
in 1958 and to “normalize” the savings 
rather than pass them through to net in- 
come (and thus to the consumer) the 
companies should notify the commission 
of their election to use accelerated depre- 
ciation, at which time the commission will 
take such action as it believes necessary. 
In some rate cases, the companies have 
elected not to take accelerated deprecia- 
tion for income tax purposes and the com- 
mission has allowed income taxes com- 
puted by deducting straight-line deprecia- 
tion. 


le the case of Citizens Utilities Company 
of California (March 11, 1958) the 
commission went a step further and in- 
dicated that if the company decided not 
to use accelerated depreciation and ob- 
tained the approval of the Internal Reve- 
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1957-58 MONTHLY PRICE TRENDS OF UTILITY STOCK GROUPS 
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nue Service for returning to the earlier 
method of accruing depreciation on a 
straight-line basis, the commission would 
then analyze the effect on customers of 
the isolation for federal income tax pur- 
poses of depreciable plant existing prior 
to January 1, 1954, due to the manage- 
ment’s initial election. This reservation is 
not clear, unless it may be taken to indicate 
that deferred taxes for the years 1954-57 
would be taken into account in reopening 
the rate case. 

In the California Electric Power rate 
case the company adopted the flow- 
through method for tax savings resulting 
from accelerated depreciation. The com- 
mission indicated that the possible added 
tax burden on future consumers would be 
a problem to be recognized by the commis- 
sion only at such future date. 

Connecticut. In the case of Housatonic 
Public Service Company (January 22, 
1938) the company indicated that it would 
discontinue using accelerated depreciation, 
and stated that if in future it should de- 
cide to go back again to accelerated de- 
preciation it would actually refund the 
resulting tax savings to consumers until 
such time as the rates could be formally 
reviewed. 

Florida. In the decision affecting Gulf 
Power Company the company was ap- 
parently permitted to normalize, though 
the commission made no definite statement 
to that effect. 

Georgia. In the Atlanta Gas Light Com- 
pany case of April 18, 1958, deferred taxes 
were allowed in the income account and 
the reserve could be deducted from the 
rate base. 


enti The commission, in several 

cases decided over the past six months, 
has permitted deferred taxes. In one case 
the resulting reserve was deducted from 
the fair value rate base and in another it 


was considered in determination of the 
rate of return. 

Indiana. Deferred taxes were permitted 
in the decision affecting Public Service of 
Indiana, Inc., and no adjustment was re- 
quired in the rate base. The courts con- 
firmed this. 

Kansas. In the Empire District Electric 
decision of January 29, 1958, deferred 
taxes were allowed and were reflected in 
the rate of return computation. 

Kentucky. There have been five deci- 
sions in late 1957 and early 1958. In all 
of these deferred taxes were allowed, and 
the reserve was deducted from the rate 
base. 


oo In the Central Maine Power 
Company decision of March 15, 
1957, normalization of deferred taxes 
was disallowed, and this was sustained by 
the courts. 

Massachusetts. In the Plymouth County 
Electric Company decision of February 
28, 1958, the commission did not rule 
directly on the matter, but apparently al- 
lowed the deferred tax item to stand in 
the income account, with no deduction of 
a reserve in the rate base. 

Michigan. In the Michigan Consoli- 
dated Gas Company case of February 6, 
1958, deferred tax normalization was al- 
lowed. This was also reflected in the rate 
of return computation. 

Missouri. In three cases (Joplin Water 
Works, Missouri Power & Light, and 
Empire District Electric) deferred taxes 
were disallowed. In the Raytown Water 
Company case of March 20, 1958, the 
company was permitted to return to 
straight-line depreciation for tax purposes. 

Nevada. In the Southern Nevada Pow- 
er case of March 20, 1958, the company 
was allowed to use deferred taxes, and a 
reserve for taxes was not required as a 
deduction from the rate base. 
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New Hampshire. In the case of Public 
Service Company of New Hampshire, de- 
cided April 16, 1957, deferred taxes were 
disallowed. 

New Jersey. In the 1957 cases of three 
small water service companies, deferred 
taxes were disallowed. 


N™ Mexico. In the Lea County Gas 
case, decided in 1955, the commis- 
sion did not permit deferred taxes. Ap- 
parently, however, this was reversed in 
the case of General Telephone Company 
of the Southwest in the commission’s or- 


der of May 28, 1956, when it approved 
tax deferrals for rate purposes. 

New York. In the New York Water 
Service Corporation decision of January 
13, 1958, the commission did not comment 
on the question of deferred taxes but ap- 
parently gave “silent approval” to nor- 
malization. 

The New York commission has never 
published its findings on the subject, al- 
though extensive hearings were held some 
two years ago. The practice among im- 
portant utilities in the state is divided, 
some normalizing deferred taxes while 
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JUNE UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Date Amount 
(Mill.) Description 
onds and Debentures 
Cons. Edison 1st 4s 1988 
New England Power Ist 4s 1988 


Virginia Elec. 1st 3s 1988 


6/4 $50.0 
6/10 10.0 
6/11 25.0 
6/12 50.0 
6/17 15.0 
6/18 25.0 
6/18 3.0 
6/19 16.0 


6/19 3.0 
6/25 12.0 


6/25 20.0 
6/26 40.0 


Oklahoma G. & E. 1st 3%s 1988 
Delaware P. & L. Ist 3%s 1988 


ag Fuel Supply 4% S 
Fall. River Elec. Lt. Ist (s.£.) 
4%s 1988 


Central Ill. Lt. Ist 4s 1988 
Pacific P. & L. 1st 4% 1988 


Preferred Stocks 


Pennsylvania Power 4.64% ($100 Par) 


Texas East. Trans. 5.80% (s.f.) 
($100 Par 


) 
Texas —. Trans. 5.35% Sub. Conv. 


($100 Par) 


Niagara Mohawk Power Ist 3%s 1988 . 


Community P. S. 4#% S. F. "3 1978 . 


Aver. Yield 
For 
Offer- Securities of 
ing Similar 
Yield “od 


Success 
O 


Under- 

writing 

Spread 
.62C 
81C 
83C 


Price 
To 
Public 


102.66 


f 
Moody Offer- 
Rating mg 


United Gas Corp. 4#% S. F. Deb. 1978 


100.00 
Southern Union Gas 5.35% ($100 wu 100.00 


Arizona Pub. Ser. $2.40 ($50 Par) . 


50.00 


Common Stock—O ffered to Stockholders 


Pacific Gas & Electric 
Northern Indiana P. S 
Atlanta Gas Light 
Common Stock—O ffered to Public 
.3 Florida Public Utilities 


4.62 
4.94 


20N 5.42 


85N 5.00 


C—Competitive. N—Negotiated. a—Reported the issue was well received, b—Reported the issue was 
fairly well received. c—Reported the issue sold somewhat slowly. d—Reported the issue sold slowly. g— 
Offered on 1-for-10 basis. h—Offered on 1-for-8 basis. 


Source, Irving Trust Company 
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others use the flow-through method. 

North Dakota. In the Montana-Da- 
kota Utilities Company case of January 
24, 1958, normalization was not per- 
mitted. 

Ohio. In the Ohio Fuel Gas Company 
case of June 11, 1958, deferred taxes were 
permitted and the interest-free capital was 
considered in the rate of return. 

Oklahoma. In the Oklahoma Natural 
Gas decision of December 24, 1957, de- 
ferred taxes were allowed, and no ad- 
justment of rate base was required. 

Pennsylvania. In several cases during 
1955-57 (affecting gas and water rates) 
deferred taxes were not allowed. Some 
utilities have indicated that they might dis- 
continue using accelerated amortization if 
the benefit is to “flow through” to the 
consumer. 

West Virginia. In the Hope Natural 
Gas Company decision of April 18, 1958, 
deferred taxes were not allowed. 


— Deferred taxes have been 
permitted, with a balance sheet credit 
to the depreciation reserve, which has the 
same effect as deduction of a reserve trom 
the rate base. No rate cases are reported 
as yet, but the commission has indicated 
in its accounting orders that the procedure 
would be the same. 

Wyoming. The decision affecting the 
United Telephone Company of the West, 
rendered March 24, 1958, permitted de- 
ferrals and did not require deduction of 
a reserve from the rate base. 

Thus, subject to the reservations as 
summarized above, it appears that 15 com- 
missions (including the FPC) have ap- 
proved normalization, while 10 seemed to 
disfavor it. 

The department is indebted to F. M. 
Beatty of Arthur Andersen & Co. for ad- 
vice with respect to the status of certain 
cases, 


Canada Claims Six-mill Atomic 
Power Possible in 1960's 
- ieee officials at the Chalk River 
atomic energy plant believe they have 
developed a simplified nuclear reactor 
which will make electric power competi- 
tive with coal, at the present price around 
$8 a ton. The story appeared in the June 
26th issue of Northern Miner, well-known 
Canadian publication. 

Dr. W. B. Lewis, in charge of Chalk 
River research, was quoted as stating: 
“We are not stopping at just beating coal 
at $8 per ton. We fully expect to go be- 
yond that in power-cost cutting, which 
would accelerate the building of nuclear 
power plants not only in Canada but in 
the U. S. and other countries.” Canada is, 
of course, heavily interested in promot- 
ing civilian use of uranium, of which it 
is an important producer. 

The new reactor is expected to pro- 
duce economies in several ways, as com- 
pared with U. S. reactors. Instead of a pro- 
tective shell weighing perhaps 500 tons, 
tubes of zirconium alloy will be made to 
withstand heavy pressure, and enclosed 
only in a light metal shell. The tubes will 
contain fuel, with heavy water as the heat 
transfer agent. The heavy water will ab- 
sorb the heat and then carry it to the ex- 
changer to make steam. It is understood 
that natural rather than enriched uranium 
is used as fuel, and used only once without 
any recycling; less than one per cent of the 
latent heat will be obtained. However 
used fuel will be stored for further use 
in perhaps a decade, by which time short- 
lived radioactive products will have de- 
cayed. At that time the valuable plutonium 
and unburned U-235 can be recovered 
more easily. 

It appears likely that both England and 
Canada will continue to promote the use 
of natural uranium in their reactors since 
this would create a bigger initial demand 
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for uranium and also simplify the sale of 
their reactors to other countries. U. S. re- 
search is based almost entirely on the use 
of enriched uranium. 


rw method of charging and discharg- 
ing fuel is said to make the reactor 
highly efficient. Fuel is prepared in small 
amounts and fed in and out by remote 
control at both ends of the reactor. (Put- 
ting in new fuel automatically pushes out 
spent fuel.) Charging will be alternated 
between reactor ends and this is said to 
maintain more uniform heat generation 
throughout. 

Dr. Lewis expects to make further 
progress over the next five years in the 
use of new and cheaper alloys for fuel 
cladding. Further research into the rela- 
tive advantages of higher temperatures 


6/25/58 Divi- 
Price dend 
About Rate 


Pipelines and Integrated Systems 


Ala.-Tenn. Nat. Gas .... 23 
American Nat. Gas 61 
Arkansas Louis. Gas .... 35 
Colo. Interstate Gas .... 45 
Columbia Gas System... 19 
Commonwealth Gas .... 2 


$1.20 
2.60 
1.20 
1.25 
1.00 


nyo — 


— 


Equitable Gas 

Gulf Interstate Gas 

Houston NAG, ... 2.000% 
Kansas-Nebr. Nat. Gas . 
Lone Star Gas 

Miss. River Fuel 

Montana Dakota Util. .. 
Mountain Fuel Supply .. 
National Fuel Gas 

Northern Nat. Gas 
Oklahoma Nat. Gas 
Panhandle East. P. L. ... 
Pennsylvania Gas 

Peoples G. L. & Coke ... 
Southern Nat. Gas 

Southern Union Gas .... 
Tenn. Gas Trans. 28 
Texas East. Trans. ..... 29 
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and lower pressures might prove advan- 
tageous, since the former would provide 
more heat and the latter would cut capi- 
tal costs. For the present, heavy water is 
used because of the increased supply and 
the decrease in cost (which has dropped 
from $80 to $28 a pound, with further 
reductions hoped for). 

The present project was a joint program 
of the AECL, the Ontario Hydro-Electric 
Power Commission, and Canadian Gen- 
eral Electric. Construction of a 20,000- 
kilowatt pilot plant embodying some of 
the new ideas is understood to be projected 
for completion by 1961. This plant will 
not be able to incorporate all the savings 
anticipated from the new processes, but 
will serve as a guide in designing a com- 
mercial plant of 200-300,000 kilowatts 
which may be built near Toronto. 
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$1.66Ma 
14.7 


4.14Ma 
1.85De 
2.23Ma 
1.44Ma 

40De 
3.39Ma 


21% 13% 
7 12 
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Aver. 


" 6/25/58 Divi- Recent ‘ 
(Continued) Price dend Approx. —_Share % In- Earns. 
About Rate teld Earnings crease 1952-57 


Texas Gas Trans. ...... 1.00(b) 4.2 2.07Ma_ ODI 16 
Transcont. Gas P. L. ... 1.00(b) 4.5 1.36De 13 29 
United Gas Corp. ...... 1.50 4.7 2.52Ma 4 12 
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Retail Distributors 


Alabama Gas 

Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Cascade Nat, Gas 
Central Elec. & Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Indiana Gas & Water . 
Laclede Gas 

Michigan Gas Util 
Midsouth Gas 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas ... 
No. Illinois G: 

North Penn Gas 
Northwest Nat. Gas .... 
Pacific Lighting 

Pioneer Nat. Gas 
Portland Gas Lt. 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Impr. ...... 
Wash. Gas Light 

Wash. Nat. Gas 
Western Ky. Gas 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


Aver. 
ner. ? Approsz. 
Annual A 6/25/58 Divé- Recent In Sh. Price- Div. Common 
Rev. (Continued) Price dend A se. Share % In Earns. Earns. Pay- Stock 
(Mill.) About Rate teld Earnings crease 1952-57 Ratio out §=©Equity 


Communications Companies 
Bell System 

$6,313 Amer, T. & T. (Cons.) .. 177 
303 Bell Tel. of Canada .... 43 
46 86 
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324 ‘ Eee 200 
864 i 132 
108 S 38 
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Aver. 
5 Incr. _  Abpros. 
: 6/25/58 Divi- Recent In Sh. Div. Common 
(Continued) Price dend Approx. _ Share % In- Earns. . Pay- Stock 
About Rate teld Earnings crease 1952-57 out Equity 
Independents 


Anglo-Canadian Tel. .... 30 : 4.0% $3.23Ma 1% 56% 9%. 37% 55% 
British Gol. Tel... 43 t 5 a: 82 31 
GeGt. Inter, Tel. ....2< 
Calif. Water & Tel. .... 
Central Telephone 
Commonwealth Tel. ..... 
Florida Telephone 
General Telephone 
Hawaiian Telephone .... 
Inter-Mountain Tel 
Rochester Del, «2. ..0226 
Southeastern Tel. ....... 
Southwestern St. Tel. ... 
Tel. Service of Ohio .... 
United Utilities 

West Goast Tel... ics<00% 
Western Union Tel. .... 
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Transit Companies 
Baltimore Transit 3 
Cincinnati Transit 5 
Fifth Ave. Coach b 
Greyhound Corp. ....... 16 
Nat. City Lines 
Niagara Frontier Trans, . 
ge i 
Pittsburgh Rys 
Rochester Transit 
8 CON! 2S Ses 
Din Cay BR. OT. occcscce 
United Transit 


—  $1.01De 
6.0% .52De 
(c)13.9(c) 2.46De 
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Water Companies 

Holding Companies 
American Water Works . $.60 43% $.95Ma D3% 

Operating Companies 
Bridgeport Hydraulic ... $1.70(£) 5.3% $2.05De D2% 
Calif. Water Service ... 240 5.3 3.20Ap 1 
Elizabethtown Water .. 3.90De 19 
Hackensack Water 3.18De 11 
Indianapolis Water 126De Dil 
Jamaica Water 2.96(a)Ma_ 3 
New Haven Water 2.30De D20 
Ohio Water Service .... 2.32Ma Di 
Phila. & Sub. Water .... 3.00Ma D3 
Plainfield Union Wtr. .. 442De D112 
San Jose Water 3.41My D5 
Scranton-Springbrook ... 1.68Ma 22 
South. Calif. Water .... 117Ma D2 
W. Va. Water Service .. 1.75Ma 5 


Averages 4.6% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September; Oc—October; N—November; De—December. NC—Not comparable, NA—Not avail- 
able. D—Decrease. *On average shares. (a)—Adjusted to eliminate 15 cents per share of nonrecurring 
tax savings. (b)—Also stock dividend in 1957. (c)—Company took no action on dividend payable for the 
first quarter of 1958, but declared 50 cents applicable for year 1957, as a year-end extra. (d)—Also 1 pet 
cent stock dividend quarterly. (e)—Also 10 per cent stock dividend May 19, 1958. (£)—Includes extras. 
(g)—Also 4 per cent stock dividend June 6, 1958. 
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What Others Think 


FPC Rules on Accounting Treatment of 
Deferred Taxes 


HE Federal Power Commission on 

May 29, 1958, issued two accounting 
orders prescribing “normalization” of 
taxes, one for natural gas companies un- 
der Docket No. R-158, and the other one 
for public utilities and licensees under 
Docket No. R-159, These orders are part- 
ly the outcome of the Amere Gas Utilities 
Company’s hearings and were the subject 
of considerable argument and discussion 
both with the industry and during the oral 
arguments held before the commission on 
September 17, 1957.3 

In the amendments of rule making, the 
Federal Power Commission had proposed 
the setup of two income accounts, 507-A 
and 507-B, and a new balance sheet ac- 
count 259.2, called “Reserve for De- 
ferred Taxes on Income — Liberalized 
Depreciation.” 

From the record of the oral argu- 
ments before the commission, as well as 
the 62 responses received from interested 
parties in both dockets, it would appear 
that far-reaching and irreconcilable dif- 
ferences of opinion existed between the 
proponents of the tax reserve method as 


1 Eprtor’s Nore: For a discussion of the financial 
aspects of this decision compared with state regu- 
latory practice, see article beginning page 104, this 
issue, 


opposed to the restricted surplus method, 
not to mention those who were against 
any type of “normalization” at all. This 
situation may well have prompted the 
commission to set up a new account No. 
266, called “Accumulated Deferred Taxes 
on Income.” By setting up this deferred 
credit, while espousing a method which 
had the least backing in either electric or 
gas utilities, the commission probably felt 
that it got away from the most contro- 
versial features of the whole problem of 
normalization of taxes. 


HE real importance of “normaliza- 

tion” will lie primarily in the rate- 
making treatment of the tax deferral, and 
in this connection there are certain rate- 
making implications in the commission’s 
order, which said in part: 


On consideration of the various as- 
pects of this problem, we conclude that 
the congressional purposes which led to 
the enactment of § 167 of the Tax Code 
and the purposes of commission regula- 
tion of accounts can reasonably be 
achieved by employing the procedures 
contemplated in the proposed amend- 
ments described above, but providing a 
balance sheet treatment that neither 
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identifies the accumulated amounts as a 
reserve or as restricted surplus. 


The above reference to congressional 
intent says in part: 


More liberal depreciation allowances 
are anticipated to have far-reaching 
economic effects. . . . For all segments 
of the American economy, liberalized 
depreciation policies should assist mod- 
ernization and expansion of indus- 
trial capacity, with resulting economic 
growth, increased production, and a 
higher standard of living. (Italics sup- 
plied.) 


le is clear from the above statement that 
the intent of Congress can only be car- 
ried out for regulated industry by proper 
rate making wherein not only normal 
taxes are allowed, but where the deferred 
credit is also included as part of the capi- 


talization. It is believed to be of some 
significance that both the gas and electric 
orders tie in the accelerated amortization 
closely with liberalized depreciation (sub- 
accounts 266.1 and 266.2, respectively). 
It is well known of course that the com- 
mission had ruled affirmatively in the Pan- 
handle case, and had been sustained by 
the U. S. circuit court of appeals for the 
District of Columbia circuit, decided on 
December 15, 1955 (11 PUR3d 113). In 
that proceeding the court noted that the 
deduction of the accumulated tax deferral 
from the rate base would be contrary to 
congressional intent. It is difficult to see 
how the commission, in view of its cur- 
rent reference to congressional intent with 
respect to § 167, could act any differently 
from the rate-making position it had 
taken in the Panhandle case. 

Again the commission seemed to be on 
the verge of making its ruling apply to 
the rate-making process when, referring 
to the nature and purpose of accumulated 
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tax deferrals, it said in part : “Jt will meet 
the intent of Congress that the funds gen- 
erated from the effect of accelerated 
amortization and liberalized depreciation 
be available to the utilities for plant ex- 
pansion.” (Italics supplied. ) 


Ww: respect to the issuance of securi- 
ties, the commission made this state- 
ment when it said that its treatment of the 
tax deferral “. . . will not foreclose fi- 
nancial analysts, investors, and others 
from considering these amounts as part of 
equity capital, if they think proper, with 
such consequential benefits to the rating 
of the company’s securities and costs of 
financing as may result therefrom.” (Ital- 
ics supplied. ) 

This seeming liberality of the commis- 
sion as to the treatment of account No. 
266 may be taken to some extent with 
a grain of salt, since it will be the com- 
mission’s action when it has to pass on the 
issuance of securities of companies sub- 
ject to its jurisdiction that will in the final 
analysis be the controlling factor and not 
the opinion or calculations of the financial 
analysts. 

In this connection it is of interest to 
speculate as to the effect which the com- 
mission’s order will have on securities al- 
ready issued. The commission order re- 
quires that the amendments be effective as 
of January 1, 1958, and the question 
might well be asked as to whether the bal- 
ances of the tax deferrals as of December 
31, 1957, which with some companies are 
in restricted surplus and with others in tax 
reserve, are to be transferred to account 
No. 266. The effect of this will be par- 
ticularly important to companies which 
have used the restricted surplus method 
and whose capitalization ratios are based 
on the inclusion of this restricted surplus 
in total equity. An adverse effect on se- 
curities issued in good faith under other 
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and more favorable conditions might well 
be the end result of such an order. 

A case presumably could be made for 
freezing the balances in the old accounts 
as of December 31, 1957, and to start ac- 
cumulating the new deferrals in account 
No. 266 as of January 1, 1958. However, 
the commission’s record with respect to 
retroactive accounting adjustments is not 
impressive. 

Another question which remains un- 
answered is the treatment of utilities 
which while subject to FPC jurisdiction 
either have no state commissions or have 
the home-rule type of regulation, such as 
is found in Texas. 


— point of interest is the Federal 
Power Commission’s statement with 
respect to vintage accounting. It would 
appear that the commission had to retreat 
somewhat from its earlier position, which 
would have required the physical identifi- 
cation of property in order to establish 
the year of construction and the year of 
retirement to where the order now says in 
part: “To this end, we have indicated by 
revision in the text of this subaccount 
that, where necessary, the underlying cal- 
culations to segregate and associate de- 
ferred tax amounts and subsequent ‘re- 
verse deferrals’ with the respective vin- 
tage years may be based on reasonable 
methods of approximation, consistently 
applied.” It is clear, however, the com- 
mission will be the final judge and the bur- 
den of proof apparently will be on the 
utility to show that the original record- 
keeping requirements will produce an un- 
due cost burden to the utility. 


HE commission’s discussion of the 

relative advantages and disadvantages 
of the reserve method as compared to the 
restricted surplus method is noteworthy. 
The commission’s order said in part: 


However, the reserve treatment nec- 
essarily emphasizes a liability concept, 
although the accumulated tax deferrals 
cannot be said to represent an actual in- 
debtedness. Even though tax deferrals 
have certain aspects as a long-term debt, 
their evaluation as an existing liability 
cannot be fully justified considering the 
long-term and noninterest-bearing fea- 
tures. (Italics supplied. ) 


tke question that can be posed here is: 
Is the tax reserve any different from 
the depreciation reserve? The depreciation 
reserve which is set up for the eventual re- 
placement of property has both long-term 
liability features about it, since property 
is long-lived, and is also not interest bear- 
ing. 

Since a utility will eventually have to 
repay the government for the taxes tem- 
porarily deferred (since no taxes are ever 
forgiven), then a liability must obviously 
exist. To deny that there is a liability 
might be interpreted to mean that there 
is no deferral, and that taxes are perma- 
nently reduced. Such a position could lead 
back to the use of actual taxes and the 
defeat of congressional intent. There ap- 
pears to be an element of contradiction in 
the commission’s order when it goes on to 
say : “On the other hand, it is evident that 
classification of tax deferrals as surplus, 
even though restricted, tends to disregard 
their essential character as provisions 
from income committed to the single pur- 
pose of providing for future taxes.” 
(Italics supplied. ) 

It would seem that the underscored 
portion of the above excerpt would indi- 
cate a future liability, and consequently 
the need for reserve accounting. In turn 
there would appear to be an implied con- 
tradiction to the earlier position that the 
deferral does not require reserve account- 
ing. 
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_ licensees, public utilities and 
natural gas companies which are 
subject to the Federal Power Commis- 
sion, would report the deferral in account 
No. 266, there is nothing in the order to 
indicate how companies that are entirely 
intrastate in character, and are not li- 
censees, should report to the commission 
on Form 1. The question that arises here 
is whether such companies would report 
the way they have to date—namely, in a 
variety of ways—and whether the com- 
mission then would make the necessary ad- 
justment to the accounts to conform to 
its order. It would seem that considera- 
ble confusion could arise between the 
Federal Power Commission’s published 
figures and those which the companies re- 
port in accordance with their state orders, 
or in the way the tax account deferrals 
are shown in their annual reports. 


ewe MISSIONER Connole’s principal con- 
cern appears to be that, because of 
the growth of property, there will never 
be a net reduction in the balance sheet 
account No. 266. There is no question that 
as long as § 167 is in effect and is being 
used by the industry which is character- 
ized by rapid growth, account No. 266 
will obviously increase. That does not 
mean, of course, that as individual pieces 
of property become depreciated to a point 
where taxes under the accelerated meth- 
ods become greater than under straight- 
line depreciation, that charges will not be 
made to account No. 266 and correspond- 
ing credit to account No. 507-B in income. 
A case seemingly is being made by the 
opponents of liberalized depreciation that 
no charges will ever be made to account 
No. 266. 

A parallel situation is, of course, the 
depreciation reserve, which, as the in- 
dustry has grown, has increased every 
year, and nobody has suggested that as 
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long as that condition exists, that reserve 
will decrease. However, it is equally clear 
that substantial charges have been made 
to the reserve as individual pieces of prop- 
erty have been retired. However, because 
the additions were bigger than the retire- 
ments, as they obviously must be, the re- 
serve has grown and seemingly nobody 
has found fault with that fact. 

Commissioner Connole also seems to 
object to the need to account for the so- 
called “nonexistent dollars” when he said 
in part: 


Accordingly, there is no occasion, in 
my opinion, for the commission ever to 
be confronted with the problem of to 
what accounts should an amount of dol- 
lars be debited and credited. These dol- 
lars should never appear anywhere 
above the line in a utilities income state- 
ment as legitimate and reasonable op- 
erating revenue deductions, they should 
never be charged against ratepayers in 
any form and, hence, ought not to be 
recovered in the form of operating 
utility revenues. 


N answer to this contention has been 
suggested in an article by C. P. 
Guercken in the Pusiic UTIitTiEs Fort- 
NIGHTLY of August 2, 1956,! which in 
dealing with the same subject said in part: 
“With respect to... the so-called cost- 
of-service concept wherein actual costs, 
taxes, and other items are to be used, come 
what may, the regulatory posture, whether 
it be the FPC or certain state commis- 
sions, can hardly be sustained under close 
scrutiny. Costs have been adjusted or nor- 
malized downward and revenues have 
even been created by imputing higher rates 
of return to customers who allegedly did 
not pay the average rate of return earned 


1“Economic and Regulatory Aspects of Ac- 
celerated Depreciation,” by C. P. Guercken, p. 145. 
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by all customers. In the case of Panhandle 
Eastern proceedings, in Opinion 269, the 
staff of the FPC adjusted both the tax 
depreciation rate and the book deprecia- 
tion rate downwards, the result of which 
was, of course, to reduce the cost of serv- 
ice and, hence, of the rates to be paid to 
Panhandle. It is a little difficult to see how 
that position can be reconciled with the 
arguments made by the staff of the Fed- 
eral Power Commission in the Amere Gas 
proceedings. All of the foregoing are 
merely devious exercises in the art of 
regulatory bookkeeping, and consequently 
there is little, if any, sanctity to the com- 
mission’s claim in the use of ‘actual costs.’ 

“The previously mentioned case of In- 


diana Bell Telephone Company, the Dia- 
mond State Telephone case, and the 
Southwestern Bell Telephone Co. v. Hous- 
ton (all recent cases) in which the regula- 
tory authorities by the simple process of 
imputing higher debt ratios than actually 
existed, presumed a reduction in taxes be- 
low the amounts paid, are interesting col- 
lateral studies in the so-called ‘pragmatic 
adjustments’ in the discretion of a com- 
mission’s rate-making powers. Addition- 
ally, the question could well be asked as 
to when tax regulations applicable to all 
taxpayers became an instrument of con- 
trol in the accounting and rate-making 
procedure of public utilities.” 
—JostaHw ADAMS 





The Utility Advertising Enigma 


: vexing problem of accounting for 
the costs of utility advertising relat- 
ing to the public ownership of electric 
power facilities has recently been the sub- 
ject of much debate in the nation’s press. 
Editorially, the press has frequently as- 
sailed rulings both by state regulatory 
commissions and the Internal Revenue 
Service holding that such costs may not 
be charged to operating expenses or, in 
the case of the Internal Revenue Service, 
may not be deducted as a business expense 
for income tax purposes. 

An interesting recent statement on the 
subject from a state regulatory commis- 
sioner comes from Arthur L. Padrutt, 
who explained the attitude of the Wiscon- 
sin Public Service Commission, in an ad- 
dress before the accounting section of the 
Wisconsin Utilities Association. Padrutt’s 
remarks were in reference to unfavorable 
editorial comment regarding a Wisconsin 
commission order. This order says in ef- 
fect that advertising costs incurred in con- 
nection with the public versus private 
ownership controversy must be charged 


to the owners of the company and not the 
consumers. 

One of the significant differences be- 
tween the advertising of utilities and that 
of other industries, Padrutt pointed out, 
is that the utility customer who is offended 
by an ad “cannot express his displeasure 
by getting his electricity from another 
source. When this customer realizes that 
he not only must bear this irritation with- 
out the relief he normally would have— 
i.e., buying from the competitor—but that 
he is contributing to the cost of the offen- 
sive material in his rates, his pressure 
gauge rises rapidly. You may not have 
made an enemy, but you will have surely 
failed to gain a friend. Thus, the purpose 
of the good will or institutional advertis- 
ing will not have been gained.” 


HE Wisconsin commission’s contro- 
versial order, Padrutt explained, does 
not affect the institutional advertising 
practices of the utility industry except 
that portion of it which relates to the eco- 
nomic issue of private versus public pow- 
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er. Even in this limited field, he said, the 
order does not prohibit such advertising 
or restrict management in any way, but 
simply requires that the owners of the 
utility pay the cost of such ads. Padrutt 
defended the order as an interpretation of 
the “just and reasonable” provision of 
the system of accounts. The U. S. Su- 
preme Court, he noted, has held that the 
just and reasonable requirement is to pre- 
vent the padding of the accounts by 
charges knowingly and willingly entered 
in excess of what is just and reasonable 
and that there is nothing arbitrary in es- 
tablishing a standard of behavior so con- 
sistent with good morals. Padrutt com- 
mented : 



















A utility may assert that in advertis- 
ing against public ownership it has not 
been padding its accounts and its be- 
havior has been consistent with good 
morals. .. . But, bear in mind that the 
commission’s order did not say such ex- 
penses were not just and reasonable. It 
said they “are not just and reasonable 
for inclusion in operating expenses of 
utilities.”” Sometimes one can believe so 
strongly in the souridness of his posi- 
tion and of the public good that could 
be accomplished thereby that he forgets 
there are two sides of the coin. And, if 
expenses in furthering one point of 
view are just and reasonable operating 
expenses, then similar expenses in pro- 
moting the opposite viewpoint may be 
equally just and reasonable. 
















> ie emphasize his point, Padrutt cited 
a hypothetical case in which an advo- 


cate of public power gains control of the 
management and policies of a private 
utility and proceeds to cause the company 
to spend money for advertising on behalf 
of a state-owned power pool. “Would you 
agree,” asked Padrutt, “that these ex- 


JULY 17, 1958 





PUBLIC UTILITIES FORTNIGHTLY 





penses should not be included in operat- 
ing expenses? And, would you agree fur- 
ther that the captive customers of the 
utility should not be required to pay the 
expenses in rates for service?” This is all 
the Wisconsin commission’s order implies, 
said Padrutt. He stated: 


In granting utilities the privileges they 
enjoy, the legislature imposed certain 
duties as well. Namely, adequate serv- 
ice at reasonable rates. You will not find 
among those listed duties any require- 
ment to influence public opinion on 
what in the final analysis are legislative 
matters. Especially so when it is at the 
expense of the customers of those seek- 
ing to influence that opinion. My legis- 
lative experience suggests that most 
legislators would take a very dim view 
indeed of such a practice. After all, 
some responsibility must be assumed by 
the owners above and beyond the usual 
concept of their duties. 

In issuing this order, we attempted 
to make it clear, and I wish to empha- 
size the point here, that the commission 
took no position “with respect to public 
ownership of power resources or at- 
tempting in any way to influence the 
opinion of any person in regard to this 
matter or to restrict the right of any 
person to express and to publicize his 
opinion.” .. . But, we can find no justi- 
fication for customers being required to 
pay, in addition to the cost of service, 
the expense of publicizing a particular 
economic viewpoint. Such activity is 
not a part of utility operations. 


gemag does not deny that utilities 
have the right to defend themselves 
from competition and from the encroach- 
ment of public power on the free enter- 
prise system. On the contrary, he main- 
tains that the utilities not only have the 
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right but the duty to defend that system. 
But a few ads attacking the concept of 
public power, the costs of which are passed 
along to the customers, do not, in his 
view, discharge that duty. “It is the avoid- 
ance of the duty rather than the exercise 
of the right,” he declared. 

The protection private utilities seek, he 
explained, is best obtained by providing 
the best possible service at the lowest rate 
consistent with a return necessary to 
maintain the financial health of the com- 
pany. Another method to discharge the 
duty to defend the private enterprise sys- 
tem is to advertise and publicize that serv- 
ice. He noted that the Electric Companies’ 
Advertising Program (ECAP) covers a 


considerably broader field than merely the 
public versus private ownership question, 
some of the ads emphasizing the value of 
electric service through stressing or 
dramatizing the excellence of service, the 
variety of services, and the low cost of 
service. 

The accounting for this class of ad and 
other institutional or good-will types is 
not affected by the Wisconsin commission 
order, Padrutt stated, and the cost of such 
advertising will continue to be included in 
operating expenses. “It will be necessary, 
of course, in connection with joint ads— 
1.e., where the public versus private power 
question is combined with other subject 
matter—to divide the total cost between 
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the amount includable in operations and 
the amount chargeable below the line,” he 
explained. 


H® suggests that it would be well to 
charge enough of such joint adver- 
tising expense below the line so that it is 
certain that operating expenses include no 
items relating to the public versus private 
power controversy. “I think, too, it would 
be good public relations to publicize the 
fact that any such expenses are charged 
below the line,” he said. “By so doing you 
will have spiked a great deal of opposition 
that may arise against your engaging in 
such advertising. 

“Thus, a series of ads of the good-will- 
good-service type followed by one sum- 
marizing the others and commenting on 


the public power issue with that one clear- 
ly marked ‘This ad paid for by the own- 
ers’ would be in accord with the intent and 
purpose of the order. Such a campaign 
would be most effective and would give 
no grounds for complaint by even the most 
ardent advocate of public power.” 
Padrutt concluded his address by sug- 
gesting that the unfavorable editorial 
comment which greeted the commission’s 
order may have been motivated more by 
a fear of losing advertising revenue rather 
than alleged infringement of free speech. 
He assured his audience of the Wisconsin 
commission’s strong belief in the free en- 
terprise system and its desire to discharge 
its regulatory duty, as it sees it, without 


fear or favor, in the public interest. 
—F., M. 





Power Executives Stress Better Relations 


oe use of modern management 
tools” is essential if the electric in- 
dustry is to continue to compete favorably 
in the money market and reach new levels 
of operational efficiency, according to S. 
L. Drumm, executive vice president of 
the West Penn Power Company. 

In an address to the recent convention 
of the Edison Electric Institute at Boston, 
June 9th to 11th, Drumm said: 


In the next decade we must add the 
equivalent of the electric facilities that 
have been building for three-quarters of 
a century; in the decade beyond that, 
we face the prospect of adding facili- 
ties approximately twice those we now 
have, bringing our electrical size to 
about four times that of the present. 


To meet this challenge, Drumm said, 
companies must have the right kind of top 
organization structure, they must make 
decisions on decentralization on the basis 
of careful study and with an eye to future 
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needs, and review the adequacy and com- 
prehensiveness of plans and objectives. 

Drumm cited several methods used by 
utility management to increase efficiency 
and reduce costs. 

Maintaining current daily records of 
customers’ accounts receivable by machine 
posting at centralized locations allowed 
one company with over 400,000 accounts 
to record a saving in 1957 of $50,000 from 
1954 costs, despite salary increases of 12 
per cent, he said. 


F  eeanees metropolitan utility, he noted, 
applied office - work - measurement 
techniques and has reduced its office per- 
sonnel by one-seventh despite a 10 per cent 
increase in work load. 

“Inventory control is another fertile 
field for savings,” he said. “In one com- 
pany with three years of real inventory 
control behind it, there has been an ad- 
justed price decrease in inventory value 
of $800,000, or 18 per cent, with approxi- 
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mately another $500,000, or one-third, re- 
duction in capitalized stock costs. This 
represents an annual savings of $130,000 
in carrying charges alone, despite the fact 
that in 1957 disbursements were $1.5 mil- 
lion above those of 1954.” 

Drumm cited the application of auto- 
mation techniques in the industry as a 
means of reducing costs. An example, he 
said, is the use of the electronic computer 
as a load-dispatching tool. “The first sys- 
tem to install this device states that it saves 
at least $400,000 per year,” and the most 
recent system “estimates annual savings 
that will repay the investment in one and 
a half years.” 

Drumm said that carefully prepared 
standards make substantial savings possi- 
ble. He noted that one company had done 
a “magnificent job” in reducing the num- 
ber of different types of distribution trans- 
formers it purchases from 50 to seven, 
“with obvious savings in investment in 
transformers as well as in other purchas- 
ing, warehousing, and clerical costs.” 

“Another means of cost reduction comes 
from objective study of the best number 
of districts and divisions, the best bound- 
ary lines for them, and the best location 
of service centers and regional headquar- 
ters,” Mr. Drumm pointed out. “One com- 
pany, as a result of thorough study, com- 
bined three former districts into one, built 
a modern, centrally located district service 
center, and saved over $100,000 a year.” 

In the marketing field, Drumm said, 
“better methods may involve cost increase 
and frequently do—but certainly they in- 
volve better results for money spent.” 


es that “in the residential sales 
field greater progress is now being 
made than ever before in co-ordinated 
selling by all branches of our industry,” 
Mr. Drumm went on to say that “many 
of us haven’t yet taken advantage of the 
benefits of pulling together and of using 


plans, programs, and materials carefully 
developed and packaged for our use and 
available at much lower cost than any par- 
tial substitutes we could contrive for our- 
selves.” 

Among these “packages,” he cited 
the EEI-NEMA co-ordinated calendar, 
the Housepower program, the Medallion 
Homes program, and the programs of the 
Better Light Better Sight Bureau. 

Mr. Drumm said that training company 
personnel in the basic ideas of cost reduc- 
tion is an important means of improving 
efficiency. One electric company estimates 
that for each dollar spent on such training, 
it saves $2.58, he said. Another company 
“estimates that its saving was as high as 
$1 million in one year.” 

“The crux of the matter,” Drumm said, 
“is that we should be fully aware of the 
importance of operations improvement 
and of increasing our efficiency and that 
its accomplishment should be recognized 
by management as one of our greatest op- 
portunities and one of our greatest chal- 
lenges.” 


HARLES E. OAKES, chairman of the 
board of the Pennsylvania Power & 
Light Company, told the utility execu- 
tives that a broad employee information 
program designed to stimulate interest and 
educate employees in the “economics of 
the American way” and of the electric in- 
dustry is “an absolute necessity.” 

Oakes pointed out that “for years, there 
has been a tendency to proceed on the 
theory that widespread and complete un- 
derstanding of the working of the Ameri- 
can system was, perhaps, not wholly es- 
sential for the mass of our people. Now, 
we fully realize that this is not so.” 

“The electric utility industry has an 
obligation to inform first its employees 
and then the public itself,” he said. 

“We have, in our industry for many 
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years,” Mr. Oakes said, “been in the first 
line of attack by those who would like to 
remold the structure of American society. 
While we have been sensitive to their mo- 
tives, we have been somewhat less than 
completely successful in translating their 
objectives effectively to the public mind.” 

“In this struggle,” he continued, “we 
are faced primarily with the most dy- 
namic, most powerful, and important 
things in the world—ideas. And what kind 
of a nation we become depends greatly 
on people—and on their economic beliefs 
and attitudes.” 

Oakes said that the basic concept of an 
employee information program should be 
“to fortify the employee with information 
so that he will be first a more efficient com- 
pany employee. In turn, he becomes an 
ambassador of good will for the company 
and a reliable source of information to his 
neighbors, his friends, and to the general 
public on fundamental economic princi- 
ples of the American enterprise system.” 


HE program Oakes described would 

last two and a half years and consist 
of monthly discussion groups led by 
trained instructors. It would begin by giv- 
ing employees “‘the essentials of the Amer- 
ican economic system,” and then be ex- 
panded to cover the public utility business 
in general and the employee’s company in 
particular. 

Oakes cited a program being offered by 
the Edison Electric Institute to member 
companies titled the “American Economic 
System.” The six-hour employee informa- 
tion course is based on a 96-page illus- 
trated book and includes filmstrips, a kit 
of demonstration materials, and a manual 
to aid conference leaders in putting on the 
program. 

“Finally,” Oakes said, “a well-rounded 
employee program should include a thor- 
ough discussion of the relations of gov- 
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ernment to our business.” He said this 
could be introduced by an elementary dis- 
cussion of American freedom, including 
the history of freedom, the guaranties af- 
forded by our Constitution, and the meth- 
ods which must be pursued by our citi- 
zens to keep our freedoms from being in- 
vaded by delegated authority. 

Oakes emphasized that the effectiveness 
of the program would need to be constant- 
ly checked by testing the employee’s grasp 
of subject matter introduced. 

Developing such a program, he said, “‘is 
neither simple nor easy. It calls for con- 
tributions from our best and most thought- 
ful minds. It will take time, money, wide- 
spread effort, and expository talents of a 
high order.” “This work,” he added, 
“should be given status at the vice presi- 
dential level.” 

Several electric utility companies have 
already adopted similar information pro- 
grams, Oakes said. “Experience in these 
instances shows that where their em- 
ployees have become thoroughly informed 
they have a higher record of discussions 
of company and industry problems with 
other people.” 

“The employee is the key to a properly 
informed public,” Oakes said. “It is our 
duty as executives and supervisors in this 
industry to assemble and present the neces- 
sary facts, to see that every employee is 
completely informed and to instruct him 
in the manner and ways of transmitting 
these facts to the public.” 


oe selling is a must” for the 
electric power industry if the rec- 
ord addition of generating capacity in 
1958 is to be put to work most profitably, 
said C. A, Tatum, Jr., president and gen- 
eral manager of the Dallas Power & Light 
Company. 

“This year,” the Texas utility president 
noted, “about 16 million kilowatts of new 
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capacity will be put in service. This is the 
greatest capacity increase ever added in 
one year.” The electric companies, with a 
major proportion of the new additions, 
have budgeted some $4 billion, which must 
be put to work, he said. ““To do it, we face 
a marketing job—for which better selling 
is a must.” 

Tatum emphasized that “finding and 
creating new markets” are important 
management functions. The electric indus- 
try is in a unique position, he said. “Any 
of us here today could pick any of those 
low-saturation appliances and merely by 
deciding to do it, could start the planning 
and programming that would double or 
even triple the sale and use of that appli- 
ance in our territories.” 

“We have two broad avenues open to 
us,’ Tatum said. “The industrial-commer- 
cial market, and the residential field. And 
they are wide-open expressways to greater 
sales and profits.” 

In the industrial-commercial market 
“the one thing, more than all else, which 
will help our customers use more power is 
automation—or electrical modernization 
of plants,” he said. “We should fully or- 
ganize our own people who know some- 
thing about automation, and send them 
into the plants on our systems with an ag- 
gressive program for modernization.” 


i ee residential field, he pointed out, 
“is most productive of net utility 
revenue” and “is less susceptible to eco- 
nomic readjustments.” 

“Development of this market in the fu- 
ture is a job that we must do to a greater 
extent ourselves,” he noted. “Appliance 
manufacturers are being caught in a cost- 
price squeeze which leaves them with a 
profit of around 2 per cent on sales. Con- 


sequently, they point out, any additional 
spectacular promotional surge at this time 
must come from elsewhere.” 

“What we need, in my opinion, to speed 
our progress in the right direction down 
this inviting road, is a great, inspired, and 
sustained selling effort for the industry. 
A dynamic program of market expansion. 
The greatest display of selling enthusiasm 
ever seen by our organizations and our 
industry.” 

“There are no shortages of anything we 
need to do this job. There is an abundance 
of appliances, and plenty of materials for 
building. Consumers have plenty of money 
in the bank,” he said. “Survey after survey 
shows that consumer acceptance of electric 
appliances is at an all-time high. Custom- 
ers want more electric kitchens, air condi- 
tioning, washers, dryers, and every other 
appliance.” 


_ called for a “long-range pro- 
gram of selective selling” with “sales 
goals set much higher than ever before.”’ 
The program, he said, ought to be one 
good for a five-year effort regardless of 
the shifting business climate. 

“Let’s be prepared to invest a lot more 
dollars in sales and advertising,” he said. 
“We once invested a dollar to get a dollar 
of new revenue. Today we spend about 30 
cents, which buys about half what 30 cents 
formerly did.” 

“Roughly 1.6 per cent of our gross now 
goes into promotion. This figure should 
be reviewed and revised,” Mr. Tatum said. 
“We need to recognize this as an invest- 
ment in our future.” 

He urged that sales forces be increased 
and improved and “that they do a better 
selling job in areas where we need it most 
right now.” 
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Utility Community Service Programs 


Ms utility companies have sought to 
win the good will and influence of 
their future customers—those now in 
high school, who may in a few years be 
buyers of electricity or gas. Some of the 
programs adopted for this purpose have 
been described in Pustic UTILITIEs Fort- 
NIGHTLY. A somewhat different twist 
along this line of community service has 
been carried out by the Florida Power & 
Light Company of Miami, which spon- 
sored and published a Florida history 
book for use in junior high schools. It has 
been used during the recent school year 
with great success. 

Educators have long deplored the fact 
that not enough history is being taught in 
high schools. A Florida State University 
history professor recently lamented the 
fact that the younger generation no longer 
has “a feeling for history.” This has been 
true in Florida as elsewhere, even though 
Florida has the longest history of any of 
the 48 states. 

With the thought in mind that Florida’s 
teen-age generation should be made aware 
of Florida’s interesting and unique his- 
torical background, the Florida Power & 
Light Company obtained the co-operation 
of Miami educators in the preparation of 
a 164-page, hard-bound book, titled 
“South Florida Frontiers,” which, though 
it stresses south Florida, gives the history 
of the entire state from the landing of 
Ponce de Leon at St. Augustine in 1513 
to the modern age, outlining the area’s 
history, geography, climate, industry, and 
potential in an easy-to-read, well-illus- 
trated style. 


D* Wittiam M. ALEXANDER of the 
University of Miami’s department 
of education, a nationally recognized cur- 
riculum planning expert, supervised the 
content and format. Top educators in the 
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Dade county school system worked with 
him. Mrs. Mary Ellen Smith, a writer for 
magazines, newspapers, radio, and televi- 
sion, was selected to do research and com- 
pile and edit the material, a job that re 
quired two years. “It is believed,” says 
Florida Power & Light, “that this is the 
first time a book of this kind had been 
devoted exclusively to south Florida.” 

Dr. Alexander was one of those who 
pointed out the need for such a book in 
the Dade county high school curriculum. 
“Each year,” he said, “thousands of chil- 
dren come to Florida and many are here 
now who received elementary education 
elsewhere.” They come to Florida, he 
said, with little or no knowledge of the 
state’s history. 

The power company distributed about 
10,000 copies of the book to social studies 
teachers in every public, private, and 
parochial high school in Dade county. 

That the history book has filled a real 
need is indicated by the comment of Wes- 
ley W. Matthews, assistant superintend- 
ent for general education in Dade county, 
who said: “ ‘South Florida Frontiers’ has 
all the characteristics of a good textbook 
plus readability, and it shows no evidence 
of a self-interest business motivation.” 

To this Dr. William M. Alexander 
adds: “I recently read in a national pub- 
lication that millions of dollars have been 
spent by business and industry to develop 
teaching aids in the past few years, and 
many of them have never been used be- 
cause they were not correctly prepared 
in accordance with the needs of the school 
system.” 


| phage by the welcome that its 
history textbook received, Florida 
Power & Light has more recently devel- 
oped two more booklets of an educational 
nature designed as a community service 
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to help high school students and others 
find the right occupation when their school 
days are over. 

One is a 98-page booklet, titled “Inter- 
esting Careers in South Florida,” which 
details the opportunities in such fields as 
aviation, agriculture, engineering, build- 
ing construction, writing for newspapers, 
radio and television, advertising, fashions, 
merchandising, real estate, tourism, and 
even more adventurous careers such as 
snaring fish and training porpoises. 

Dr. Alexander, who was also selected 
as educational consultant in the prepara- 
tion of this volume, says about it: 
“Boys and girls who are beginning to in- 
vestigate vocations as possibilities for the 
future will find here many different ones 
to consider.” 

It was but another step to a third com- 
munity service program, designed to help 
school counselors to evaluate job oppor- 
tunities for students who may or may not 
goon to college. Called “Dade County Oc- 
cupational Guidance Index,” it was pre- 
pared with the help of the commercial de- 
partment of the power company. These 
men interviewed more than 120 employers 


in all important types of business, asking 
questions as to the number of job open- 
ings each year, whether training past high 
school is required, duties of the jobs, 
salaries paid, pay advancement opportuni- 
ties, vacation policies, insurance programs, 
other benefits. 


— fields of work as clerical, construc- 
tion and maintenance, factory work, 
service occupations, sales, technical and 
semiprofessional jobs were covered in all 
categories. Two criteria were used to de- 
termine job classifications: (1) “The job 
should generally be one which boys and 
girls may enter without previous experi- 
ence and without college training, and (2) 
the job should be a fairly common one in 
Dade county; that is, there should be 
many employment opportunities.” 


The information was obtained by Flor- 
ida Power & Light representatives from 
individual companies, which filled out a 
questionnaire. From the questionnaires 
the information was compiled and written 


into final form. 
—C, E. Wricat, 
Jacksonville, Florida. 





Common Sense and the Depression 


6% HILE the politicians are teetering uncertainly, trying to 
decide what, if anything, to do, several important facts 


seem to stand out: (1) The American people don’t panic as easily 
as some politicians do, (2) our scientists, educators, financial and 
business men are doing a much better job than some politicians seem 
to like to believe, and (3) the basis of American life calls for cures 
to spring from the people themselves rather than from the govern- 
ment. Another important, and comforting, fact is that the bulk of 
the Congress, unlike the noisy minority, have a good share of com- 
mon sense and, like the average private citizen, refuse to go to 
pieces in the face of trouble. They routed the Socialist-minded 
politicians in the House .. . substituting for a politically popular but 
irresponsible aid bill one which would do more good and less harm.” 

—Bitt HEnry, 

Columnist. 
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To Refund $10 Million 


NDER terms of a rate settlement pro- 

posal approved by the Federal Power 
Commission, Natural Gas Pipeline Com- 
pany, subsidiary of the Peoples Gas Light 
& Coke Company of Chicago, Illinois, 
will refund more than $10 million plus 
6 per cent interest, to its wholesale cus- 
tomers in Kansas, Illinois, Indiana, Iowa, 
and Wisconsin. 

This refund is the result of negotiations 
on levels of rates which had, in effect, 
been subject to refund since March, 1955, 
following the so-called Memphis case de- 
cision. This ruling cast doubt on the 


The March of 
Events 


validity of rates which had been placed in 
effect under long-established procedures 
of the FPC by natural gas companies, sub- 
ject to review by that commission and 
possible refund. 

The Memphis decision also had the 
effect of causing Natural Gas last Decem- 
ber to delay sale of securities, proceeds 
from which were to pay bank loans. In 
compliance with the Memphis decision 
rate increase procedure, Natural has filed 
the consents of its utility customers as 
well as the city of Chicago and the states 
of Wisconsin, Illinois, Iowa, and other 
interested parties. 


Illinois 


Electric Rates Upped 
7.3 Per Cent 


ion nearly two million customers of 
Commonwealth Edison Company re- 
ceived an average rate increase of 7.3 
per cent as a result of a $26,434,000 
revenue boost given the company by the 
Illinois Commerce Commission. The com- 
pany will retain only $11,796,000 of the 
increase, however, after tax deductions. 
In terms of consumer bills, the average 
residential user of electricity will pay 
about 44 cents more per month. All 
classes of users, including commercial 
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and industrial, are affected by the in- 
crease. 

The commission’s order granted vir- 
tually all of the company’s request, with 
minor modifications in the rates proposed. 
The last rate increase obtained by the 
company was in 1954 and amounted to 
6.5 per cent. 

Willis Gale, chairman of Commonr- 
wealth Edison, explained that the increase 
was asked for in July, 1957, so that the 
company’s capital situation would be such 
to support credit for the sale of securities 
to finance a $600 million construction 
program. 





FPC 


ee 
aut 
Coke C 
one of 
increme 
building 
between 
cago are 

Chair 
said it 
custome 


Asl 
oj 
Cit 

sought 
Commis 
plicatior 
order tk 
in comb 
tional 3. 
daily by 
this yea 
Citize 
and aga 
tional n 
plier, Pe 
years ir 


H 
H™ 

stat 
sioners 
ice Elec 
seeking 

The 

bring it 
revenue: 


THE MARCH OF EVENTS 


FPC OK’s 185 Million Cubic 
Foot Gas Project 
ee Federal Power Commission has 
authorized the Peoples Gas Light & 
Coke Company of Chicago to construct 
one of the biggest pipeline gas-supply 
increments for its customers since the 
building in 1951 of a 1,200-mile pipeline 
between Texas Gulf coast and the Chi- 
cago area. 
Chairman of Peoples, Eskil I. Bjork, 
said it will mean that many Chicago 
customers, now on a waiting list, can be 


supplied with gas for home heating. 

The major expansion approved by the 
FPC is on the 900-mile transmission 
system of Natural Gas Pipeline Company 
of America, a subsidiary of Peoples Gas, 
between Chicago and the Southwest. The 
project will have a capacity of an addi- 
tional 185 million cubic feet daily and 
will go to Chicago and the other regions 
served in seven states. 

Upon completion, Natural Gas will 
have a total delivery capacity of about 
730 million cubic feet per day. 


Indiana 


Asks Gas Shortage Help 

o relieve its critical gas shortage, 

Citizens Gas & Coke Utility has 
sought help from the Federal Power 
Commission. The company filed an ap- 
plication on June 20th asking FPC to 
order three pipeline companies, singly or 
in combination, to supply it with an addi- 
tional 35 million cubic feet of natural gas 
daily by not later than November 1st of 
this year. 

Citizens contended it had tried again 
and again without success to obtain addi- 
tional natural gas from its present sup- 
plier, Panhandle Eastern, in the last three 
years in order to fill the ever-increasing 


New 


Hearings on Gas Hike 
cage have been held before the 
state board of public utility commis- 
sioners on an application by Public Serv- 
ice Electric & Gas Company of Newark 

seeking a general gas rate increase. 
The proposed gas rate boosts would 
bring in about $15 million in increased 
revenues for the company, which would 


demand for house heating resulting from 
the steady growth of Marion county. 

The 35 million cubic feet additional 
asked by the company is just enough to 
cover current needs, according to Dean T. 
Burns, Citizens’ general manager, who 
said studies show that in 1959 and 1960 
an additional 15 million cubic feet daily 
will be required. 

Burns said last February 25th indus- 
trial customers had to be asked to curtail 
their gas usage by 25 per cent for forty- 
eight hours in order to protect residential 
consumers against lack of gas. Citizens 
has offered to help build additional pipe- 
lines that may be needed. 


Jersey 


amount, after taxes, to only a little more 
than $6 million. 

This is the first general increase in 
basic gas rates Public Service has asked 
for in more than thirty-seven years, the 
company testified. 

The proposed rate rise is imperative, 
the company claims, in order to obtain 
operating revenues sufficient to meet ex- 
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penses, taxes, and fixed charges and to 
provide a more adequate rate of return 
on the fair value of the gas property. 

It is essential, it was pointed out, that 


earnings be increased in order to main- 
tain a sound capital structure so that the 
company can attract a continuing flow of 
new capital at lowest possible cost. 


New Mexico 


Navajo Dam Bid OK’d 


HE Bureau of Reclamation has 
awarded a contract to construct the 
Navajo dam on the San Juan river in 
north-central New Mexico, according to 
Secretary of Interior Fred A. Seaton. It 
will be the third largest dam of the Colo- 
rado river storage project. 
Cost of the dam will be $22,822,624 


and the contractor will have four and one- 
half years to complete the job. The 
Navajo dam, with a volume of 26 million 
cubic yards of earth and rock materials, 
will be the second largest of its kind ever 
to be built by the bureau. Its height of 
405 feet will be second only to that of the 
450-foot Trinity dam in California which 
is now under construction by the Recla- 
mation Bureau. 


Pennsylvania 


Gas Safety Idea 


| aeadeeane may give natural gas com- 


pany employees the right to condemn 
unsafe gas appliances. Its safety director, 
Louis Rosenberg, the gas companies, and 
other agencies, are working on proposed 
legislation to combat the hazards of car- 
bon monoxide. 

Under the contemplated law, either city 
or gas company inspectors could “red 
tag” an unsafe stove, furnace, or the like. 


Once tagged, the appliance could not be 
used until repairs were made or the ap- 
pliance replaced. 

Prosecutions of violators would come 
under the Pittsburgh city building code. 

Where gas company inspectors tagged 
appliances, they would have to inform the 
city at once so another inspection could be 
made by city personnel. 

Pittsburgh is hoping to have an unsafe 
gas ordinance passed before next winter. 


Washington 


Eminent Domain Decision 
— by the state of Washington 

for ten years from erecting two dams 
that had been authorized by the Federal 
Power Commission, the city of Tacoma 
finally was given the right of eminent 
domain. 

The decision was handed down by the 
U. S. Supreme Court which unanimously 
voted for the Washington city. The high 
court’s recent ruling reversed the one 
handed down by the Washington state su- 
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preme court on February 7, 1957. Justice 
Charles E. Whittaker, who wrote the 
opinion for the U. S. Supreme Court, 
said that the eminent domain power of 
Tacoma had been finally decided by the 
ninth U. S. circuit court of appeals in 
previous litigation. 

The city of Tacoma will be able now to 
proceed with construction of its $146 
million hydroelectric project on the Cow- 
litz river, about 60 miles from Tacoma 
between Seattle and Portland, Oregon. 
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Trends and Topics 


Grant of Operating Authority for Project 
Undertaken without Legal Sanction 


F  yosnncions viclation of regulatory laws and rules places an applicant for 
operating authority in an awkward position. Denial of operating author- 
ity may be a proper penalty. This is particularly true, as evidenced by commis- 
sion decisions, in motor carrier cases. On the other hand when a gas or electric 
company, or a telephone company, extends service and incurs considerable 
expense, particularly where there is no willful intent to violate rules and regu- 
lations, denial of authority may be too extreme a penalty and may be injurious 
not only to the company but also to persons desiring service and to ratepayers. 


Mistake in Undertaking Service 


The question of ratification of an unauthorized line constructed into disputed 
territory came before the Colorado commission after it had found (17 PUR3d 
160) that extensions by Public Service Company of Colorado in one area 
would be unlawful unless made pursuant to specific order of the commission. 
A company witness assured the commission that a line had been extended 
without permission only as the result of a mistaken belief, and that such a 
situation would not arise again. The commission said the instance thus stood 
alone; it was not a precedent for further accidental breaches of the commis- 
sion’s standing order. It appeared that there would be substantial cost involved 
in moving the line out of the disputed territory. A rural electric association 
apparently was not injured to any perceptible extent by extension in this par- 
ticular case. The commission said that if it required the company to move the 
line it had mistakenly constructed, some customers must ultimately pay the 
cost of the moving and under all the circumstances the application for ratifica- 
tion of the extension should be granted (23 PUR3d 198). 

The Colorado commission granted a certificate to a small electric utility 
although it had been operated for some time without commission authority. 
It was apparent that the owners had never originally intended to become a 
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utility and that status had attached without any conscious action on the part 
of the owners (PUR1931D 342). A certificate was granted by the West Vir- 
ginia commission for construction of electric lines by a co-operative although 
the association had begun construction before applying for a certificate. The 
commission presumed that the association was acting upon advice of its coun- 
sel and the advice of counsel of the federal government that a certificate was 
not required (24 PUR NS 7). Authority to operate an electric plant, accord- 
ing to the New York commission, should not be denied because the company 
proceeded to serve without seeking commission approval when the delay in 
applying for approval was not willful but resulted from a misconception of the 
company’s rights under its franchise (PUR1927A 132). 

The Missouri commission granted a certificate for a telephone exchange 
although there was a technical violation of the law by reason of operation in 
bona fide ignorance that a certificate was required (PUR1926D 511). In an- 
other case the commission said it would not grant authority to do that which 
had already been done, such as construction and operation of parts of a pro- 
posed gas distribution plant, previous to a request for authority. Such error 
of the company, however, would not be permitted to jeopardize the interest of 
the people and cities already served (PUR1928E 691). 

The same commission granted a certificate for the operation of a transmis- 
sion line which the company had believed to be included in a prior authoriza- 
tion. The line had been operated for several years. The commission said that 
it would indulge in the presumption that the applicant did not intend a flagrant 
disregard of the law (PUR1927C 453). 


Action in Other Cases 


Permission to construct a gas plant which appeared to be warranted in the 
interests of the public was granted by the New York commission where 
refusal would serve no other purpose than disciplining the company which 
had undertaken the construction of gas lines for the connection of certain 
patrons desiring service without approval of the commission (PUR1932E 
272). The same commission granted authority to construct a steam-heating 
extension notwithstanding the fact that part of the extension had already been 
constructed without authority. But the commission denied a certificate for a 
partly completed electric line to serve buildings owned by a parent company 
in another company’s area (PUR1926B 111). N”® 
The New York commission expressed the opinion that a petition by a foreign C 
electric corporation for authority to serve where it had been rendering service apenas 
illegally, although without objection, should be denied. The company had never unable 
been authorized to do business in New York but, with the consent of a New mIsSION 
York company disinclined to serve, it had made extensions to a few people to const 
(PUR1925D 328). a rise ¥ 
The California commission, although it had denied operating authority to a 
motor carriers operating in violation of law with full knowledge that the on 
operations were illegal, granted a certificate for the operation of a gas utility - sa 
which the Pacific Gas and Electric Company acquired from a municipality and on 
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operated for an unavoidable interim without commission authorization. There 
was Said to be an indispensable public need for the continuity of service (PUR- 
1928B 672). 

The New Jersey commission approved the continuation of municipal electric 
utility service in an area outside corporate limits although the municipality 
had entered the area without obtaining commission approval at a time when 
a nearby company was either unwilling or unable to serve. Refusal to authorize 
continued service would result in unjustified interference with the public con- 
venience and necessity of the inhabitants of the area who had been served by 
the municipality for many years (78 PUR NS 448). 

A Pennsylvania court upheld commission authorization granted for a tele- 
phone line in territory where the owner had operated for several years with- 
out authority. An objector had himself illegally operated for many years and 
had himself helped to organize a rival line (20 PUR NS 147). The Pennsyl- 
vania commission said that protection of an investment made by a gas com- 
pany doing business without authorization and unlawfully operating as a public 
service company should not be the controlling end to be furthered by the com- 
mission in acting on an application for authority to operate (15 PUR NS 202). 

The North Dakota commission denied authority to an electric company to 
serve industrial customers located in the territory of a co-operative where the 
co-operative was able and willing to serve them and the company had been 
ordered in a prior proceeding to cease and desist from such service although 
it had already built a line to their premises and had begun service (13 PUR3d 
243). The Wyoming commission said that issuance of a certificate authorizing 
an electric co-operative to serve a rural area into which it had illegally extended 
its transmission and distribution lines would encourage disregard for the law 
and the rules and regulations of the commission (92 PUR NS 505). 





Review of Current Cases 


Plant Additions and Rising Costs Do Not Support 
Bid for Telephone Rate Increase 


a omen BELL TELEPHONE der of October 18, 1957, for this company 
CoMPANY, engaged in a substantial (20 PUR3d 385). No claim of confisca- 
expansion and improvement program, was tion was made. 

unable to persuade the South Dakota com- 
mission to grant a rate increase. Pointing Return Not Guaranteed 

to considerable plant additions in 1957 and The commission noted that the fixing 
a rise in labor costs, the company sought of a reasonable rate of return in the 1957 
additional revenues of $500,000 a year. case did not mean that the company is 
It alleged this amount was necessary to guaranteed any particular rate of return 
produce a return of 5.75-6 per cent which for any particular year. It further indi- 
the commission had allowed in its rate or- cated that if a utility chooses to under- 
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take an unusual construction program in 
the immediate future, it should not ex- 
pect to realize its usual rate of return dur- 
ing such period. 

The 1956 test year, for the previous 
rate case, was adjusted for all factors then 
known to exist that would affect opera- 
tions in the future. Now, before the ad- 
justments have become fully effective, said 
the commission, the company seeks a new 
rate increase although the only change in 
its status is that a record of operating re- 
sults for one more year is available. 


Inflation Hedge and Plant Additions 


In determining rates for the future, the 
commission has in recent years used a 
year-end net investment rate base, it was 
noted, not because it is strictly correct, but 
because it affords a hedge against infla- 
tion. However, for the purpose of deter- 
mining the particular rate of return real- 
ized on actual operations for any particu- 
lar test period, the commission relates the 
net earnings for the period with the aver- 
age rate base. Therefore, to test the ade- 
quacy of rates already in effect, net earn- 
ings must be referred to an average rate 
base. 

For a 1957 rate base, the company in- 
cluded a sum for plant which was not com- 
pleted until January, 1958. This rate base 
was rejected since it extended beyond the 
cutoff date of December 31, 1957, and 
did not correlate with the revenue pro- 
duced in 1957. Net plant additions for 
1958, the commission indicated, are too 
speculative to be used as a basis for rate 
making. 


Present Earnings Adequate 


The company relied entirely upon in- 
trastate operations in presenting its af- 
firmative case. The commission has juris- 
diction over intrastate operations only, 
and it is primarily concerned with the 
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company’s total earnings in the state. 

Using a year-end rate base and making 
certain expense adjustments, the company 
calculated its rate of return at 5.24 per 
cent for 1957. Adding the requested 
$500,000 increase in revenues, the rate of 
return would be increased to 6.01 per cent, 
The commission rejected this calculation, 
noting that it included adjustments for 
expenses becoming effective after the cut- 
off date. An adjustment for casualty ex- 
pense was rejected on the ground that it 
was speculative. 

The commission computed the com- 
pany’s total state earnings at 5.87 per cent 
for 1957 on a year-end rate base, with an 
average return of the same percentage for 
a 4-year period including the test year. 
Using an average rate base, these figures 
become 6.22 per cent and 6.17 per cent, 
respectively. A commission witness testi- 
fied that from 1954 to 1956, inclusive, 
during which time the present rate sched- 
ules were in force, plant additions pro- 
vided for normal growth and for conver- 
sion to dial operation of a number of 
manual exchanges, and the rate of return 
remained within a reasonable range. 

The commission observed that the com- 
pany’s expansion and improvement pro- 
gram in the present period of high labor 
costs is actually an abnormal one, involv- 
ing new buildings, reconverting to accom- 
modate distance toll dialing, switching 
from pole lines to underground cable, add- 
ing many street pay stations, and making 
various innovations which do not improve 
local exchange service. The commission 
said it was not convinced that all of the 
construction projects contemplated for the 
near future were so urgent that some of 
them could not be spread over a longer 
period of time and thereby keep additions 
to plant more nearly in line with the in- 
crease in revenue-producing units. Ke 
Northwestern Bell Teleph. Co. F-2510, 
May 29, 1958. 
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Public Convenience beyond Franchise Area Supports 
Approval of Site for Generating Plant 


HE Connecticut supreme court has up- 

held a commission decision which ap- 
proved a site on Manresa Island in Nor- 
walk for a new generating plant to be 
built by the Connecticut Light & Power 
Company. The high court found no error 
in a lower court decision which dismissed 
an appeal from the commission order. The 
commission issued its order on appeal from 
a decision of the Norwalk zoning com- 
mission which approved the site, though it 
was in a residential zone. Property own- 
ers claimed that the new facility would 
depress property values near the island. 


Standards Controlling Approval 


In this proceeding the commission was 
guided by a combination of the standards 
of public convenience and necessity and 
the standards of public health, safety, and 
welfare, along with the stabilization of 
property values. It was required to weigh 
considerations of public convenience and 
necessity, which favored the proposed lo- 
cation, against considerations which fa- 
vored enforcement of the zoning regula- 
tions. The court rejected a charge that the 
commission had been unconstitutionally 
delegated legislative power without ade- 
quate guiding standards, noting that the 
commission was required to balance the 
standards usually applied by zoning au- 
thorities against those applied in the regu- 
lation of public utilities. 

Engineering and economic reasons sup- 
ported the choice of the Manresa Island 
site. It was not necessary to demonstrate 
that the site proposed by the company was 
the only available site or that the facility 
could be located nowhere else. While suit- 
able alternate sites offer a cogent argu- 
ment, said the court, the ultimate decision 
approving one site and rejecting others 


must rest upon a finding that the one ap- 
proved possesses to a reasonable degree 
advantages over the others and better 
satisfies the requirements of public con- 
venience and necessity. 


Property owners who oppose the util- 
ity’s choice of a particular site and propose 
another site instead have the burden of 
proving the availability and superiority of 
the alternative location. The function of 
the court on appeal is merely to ascertain 
whether the evidence supports the com- 
mission’s determination. 


Franchise Area Requirements 


The property owners asserted that the 
commission’s finding of public convenience 
and necessity requiring the construction 
of the generating plant was based on proof 
directed to establishing a need for the 
whole southwest area of Connecticut, con- 
siderably beyond the company’s specific 
franchise area. The question was posed 
whether the commission could base a find- 
ing of the need for additional generating 
facilities on the requirements of a com- 
pany serving territories outside its area. 

The company has charter authority to 
contract with other companies to supply 
power for use in their territories in south- 
western Connecticut. This authority, the 
court indicated, is in a real sense a fran- 
chise and, in effect, extends the franchise 
area of the company. It could be presumed 
that the commission considered the com- 
pany’s commitments to other companies. 
The court held that the commission did 
not abuse its discretion in considering the 
needs of the entire southwest area in its 
determination of the public convenience 
and necessity. Wilson Point Property 
Owners Asso. et al. v. Connecticut Light 
& P. Co. et al. 140 A2d 874. 


JULY 17, 1958 








tee Connecticut commission revoked 
a decision of the Greenwich Zoning 
Board and issued an order authorizing a 
water company to erect an elevated tank 
on property it owned. 

The protestants claimed that appeals to 
the commission from the town zoning 
board were governed by the same princi- 
ples applicable to appeals from decisions 
of administrative boards generally, that 
the commission’s review was limited to 
consideration of whether the local board 
acted arbitrarily, illegally, or in abuse of 
its discretion. Generally speaking, said the 
commission, appeals from administrative 
agencies are not the subject of de novo 
hearings and the appellate forum is limited 
to a review of only the original record 
and is without jurisdiction to substitute 
its judgment through the medium of modi- 
fication, revocation, or substitute orders 
from that initially issued by the authority 
first hearing the matter. 

However, the local zoning body acts as 
a special agency of the state subject to 
appeal to the commission. This is a de- 
parture from the normal or more usual 
limited facilities of a zoning authority 
concerned only with local ordinances and 


Hawaiian Telephone Rates Increased and 
Extended Area Service Authorized 


HE Hawaiian commission granted in 

substantial measure an application by 
Hawaiian Telephone Company for an in- 
crease in rates for local service. The last 
increase was authorized for this company 
in 1953. 

A request for authority to eliminate 
certain toll charges was also granted. The 
company was permitted to bring specified 
exchanges into extended area service on 
their respective islands at prescribed rates. 
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Zoning Board Ruling Upset by Commission 





restrictions contained therein, pointed out 
the commission. The legislature had seen 
fit to protect the public interest by refer- 
ring the right of review through the me- 
dium of a de novo hearing to a regulatory 
body whose responsibility was not limited 
to a group or particular section but was 
designed to assure all residents satisfac- 
tory and adequate facilities for supplying 
them with the vital services of public 
utilities. 

The commission concluded that public 
interest clearly outweighed any local zon- 
ing factor advanced by the protestants. 
The elevated tank would meet the require- 
ment of improved pressure in the area. 
Use of the site owned by the company 
would permit prompt installation at rea- 
sonable cost, while acquisition of the al- 
ternate site proposed by the protestants 
would cause long delay. The intrusion on 
the esthetic senses of area residents was 
only a matter of degree as between the two 
sites. 

Past experience with an elevated tank 
in another area of the city had not in- 
dicated an untoward adverse effect on 
realty values. Re Greenwich Water Co. 
Docket No. 9548, April 10, 1958. 
























Return Allowance and Revenues 





The rates proposed by the company 
would have produced a rate of return 
somewhat in excess of 7 per cent, accord- 
ing to the commission’s calculations. 
While this was considered excessive, an 
expected return of 5.1 per cent for 1958 
under existing rates was, of course, inade- 
quate. A return of 6.5 per cent on an orig- 
inal cost depreciated rate base was allowed 
as reasonable. It is noteworthy that one 
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dissenting commissioner felt that a special 
allowance of one-quarter per cent should 
be made to take care of inflation. 

In arriving at the permissible rate of 
return, the commission allowed approxi- 
mately 10 per cent common stock equity 
earnings. The commission staff, in calcu- 
lating the financial requirements of the 
company, allowed for dividends to be paid 
on stock proposed to be issued in the mid- 
dle of the pro forma year of 1958. This 
calculation was approved along with a staff 
estimate of revenues from an expected 
gain in stations. This estimate was based 
on an average of the gain expected dur- 
ing 1958, 1959, and 1960. It also reflected 
on a full year basis a substantial number 
of held upgrade orders which the company 
expected to satisfy before the end of the 
year. 


% 


The results for the test period should 
be adjusted, the commission noted, when 
necessary to reflect earnings based upon a 
normal rate of growth in revenues, ex- 
penses, and plant additions. In addition to 
the factor of growth, any permanent 
change in the character of operation, re- 
cent or imminent, which can reasonably be 
expected to continue into the test period 
should be reflected in the forecasts of op- 
erating results. 

The company’s capitalization ratios 
were considered reasonable and indicative 
of present conditions. Debt amounted to 
50.2 per cent (bonds 40 per cent and de- 
bentures 10.2 per cent), preferred stock 
9.4 per cent, and common equity 40.4 per 
cent. Re Hawaiian Teleph. Co. Docket 
No. 1324, Decision and Order No. 946, 
April 30, 1958. 


Rate Condition and Duration Limitations Denied 
In Gas Producer Certificates 


' granting certificates under § 7 (c) of 
the Natural Gas Act, the Federal 
Power Commission rejected a staff recom- 
mendation to impose a rate condition to 
reduce a proposed rate of about 21 cents 
per Mcf for gas produced in the Bayou 
Rambio field in Terrebonne parish Loui- 
siana. The gas will be sold to United 
Gas Pipe Line Company, which was au- 
thorized to construct facilities to receive 
the gas. 


There was no substantial evidence, the 
commission held, to establish that the pro- 
ducers’ proposed price was excessive or 
that a rate condition was otherwise re- 
quired by public convenience and neces- 
sity. Nor was there substantial evidence 
to support a finding that the rate condi- 
tion was reasonable under § 7 (e) of the 
act. The commission noted that the prin- 
cipal place for the consideration of mat- 


135 


ters of rate level is in a rate proceeding, 
though in a proper case the element of 
price may be considered in passing on a 
certificate application. 

Commissioner Connole dissented on the 
rate condition issue. The record, he pointed 
out, shows only 8 contracts out of 88 in 
the area at a price of 21 cents, including 
taxes, and 85 per cent of the contracts are 
at levels of 18 cents or less. The commis- 
sioner asserted that some deterrent must 
be placed on the upward spiral of producer 
prices in the area. He thought the public 
convenience and necessity did not require 
authorization of sales at the proposed price 
of 21 cents. 


Contract Term Authority Denied 


The commission denied requests by cer- 
tain applicants that the certificates issued 
to them be of limited duration, expiring 
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at the end of a contract term. Their evi- 
dence, however, did not substantially sup- 
port the issuance of certificates of other 
than unlimited duration. Whether a cer- 
tificate should be issued under § 7 for 
limited duration, and if so, the extent of 
the term, are questions to be determined 
in the application of the statutory stand- 
ards of this section, including the require- 
ments of public convenience and necessity, 


the commission stated. Re Superior Oil Co, 
et al. Docket Nos. G-12121 et al. May 9, 
1958. 

The commission made substantially the 
same ruling in another case involving 
similar facts and issues respecting pro- 
posed sales of gas from the Ridge area in 
southern Louisiana. Re Sunray Mid-Con- 
tinent Oil Co. Docket Nos. G-12211 et al. 
May 9, 1958. 


Hearing Required for Temporary Rate Increase 
Under Bond 


a. Florida commission vacated its 
earlier order granting a temporary 
rate increase under bond to Southeastern 
Telephone Company pending investiga- 
tion. At the same time it upheld its earlier 
action in refusing to require the company 
to show cause why its service should not 
be improved prior to the rate hearing 
(Pustic UTivities ForTNIGHTLY, July 
3, 1958, page 71). 


Temporary Rate Increase 


In discussing its earlier order allowing 
a temporary rate increase, the commission 
observed that one difficult problem is that 
of seeing that the state’s public utilities 
maintain a sound financial position to en- 
able them to attract new capital with which 
to expand and improve their facilities to 
meet the ever-increasing demand for serv- 
ice. It recognized that the tremendous 
growth of Florida “imposes a costly bur- 
den on public utilities in keeping pace with 
population increases, industrial develop- 
ment, and expanding commercial enter- 
prises.” 

The commission also noted its responsi- 
bility to the public in helping to maintain 
adequate and sufficient public utility serv- 
ice in order that the state may “continue 
to lead the nation in attracting new resi- 
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idents, industries, and business.” In au- 
thorizing the temporary increase under 
bond, the commission had felt that it was 
meeting its responsibility, not only to the 
company, but also to the public in a way 
that would protect all interested parties 
from serious injury during the period 
which would necessarily elapse before a 
final determination could be made on the 
company’s application for a rate increase. 


Hearing Requirement 


The commission said that apparently it 
had misconstrued the purpose and intent 
of the cities’ request for an order direct- 
ing the company to show cause why tele- 
phone service to its customers should not 
be improved before a hearing on the appli- 
cation for a rate increase. It said that what 
appeared to be primarily a concern over 
the quality of service now appeared to be 
an even greater concern over the level of 
the rates. The procedure followed by the 
commission, in all probability, would have 
led to a more expeditious improvement in 
telephone service but it did not afford the 
public an opportunity to be heard on the 
level of rates. 

The commission held that when the 
cities’ request is construed as a protest 
against the rates themselves, then they 
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should have had an opportunity to be 
heard, even though the increased rates 
were for a temporary period and under 
bond. In misconstruing the request, the 
commission believed that it had deprived 
the cities of their right to be heard. It cor- 
rected this situation by vacating the tem- 
porary rate order. 


Concurring Opinion 


Commissioner Jerry W. Carter, in a 
special concurring opinion, pointed out 
that the original rate order had been issued 
during his absence, and that he had not 
had an opportunity to discuss or vote on 
the emergency rates under bond. He said 
that he would not have voted for it be- 
cause he believes that the “public should 
have been heard.” He said that he has 
“seldom seen any emergency in rate mat- 
ters which justifies hasty action by a regu- 
latory agency without first giving the pub- 
lic a right to be heard.” 


Chairman Alan S. Boyd, however, dis- 
sented on the ground that the temporary 
rate increase was in the public interest and 
that the commission had authority to act 
as it did. 


Service Improvement Factor 


In refusing to set aside its earlier order 
denying the request for an order directing 
the company to show cause why its service 
should not be improved before a hearing 
on its application for a rate increase, the 
commission again referred to Florida 
Teleph. Corp. v. Carter et al. (3 PUR3d 
145). 

It said that so long as the court deci- 
sion stands, it may not condition a rate 
increase on an improvement in service and 
that it cannot withhold a hearing on an 
application for a rate increase pending 
such an improvement. Re Southeastern 
Teleph. Co. Docket No. 5364-TP, Order 
No. 2618, May 29, 1958. 


Transportation of “Commuter Club” Members under 
Contract Not Public Utility Service 


i f- Delaware commission held that it 
had no jurisdiction over the motor 
carrier transportation of members of a 
commuters’ club under contract and that 
such transportation did not constitute pub- 
lic utility service requiring a certificate. 
The carrier transports members of the 
club between a railroad station and other 
specified points to an office building of the 
duPont Company. All passengers have 
this common destination. Under the con- 
tract the bus drivers do not collect any 
fares or tickets. Only those persons au- 
thorized by the club are permitted to ride. 

The Commuters Club is a private volun- 
tary organization composed of persons 
employed by the duPont Company and as- 
signed to work at the building. The 


duPont Company has no connection with 
the organization. There are two types of 
memberships, a fully active membership 
which requires such members to buy a 
monthly commutation ticket and a daily 
membership which permits a member to 
pay only when and as he or she rides. Each 
type of membership requires the payment 
of an enrollment fee. 


Method of Payment 


The bus company does not collect any 
money individually from the members of 
the club. Rather, it is paid by that organ- 
ization once each month in advance at the 
rate of $9 per business day. This is a guar- 
anteed amount, completely independent of 
the number of passengers. The carrier did 
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not actively solicit the business. In fact, 
the initial contact was made by a member 
of the club. Furthermore, the carrier did 
not advertise directly for this type of 
transportation. Consequently, the commis- 
sion concluded that the carrier was not a 
common carrier. 


Competition Factor 


This case had come before the commis- 
sion at the instigation of a common car- 
rier objecting to unauthorized competi- 
tion. The commission pointed out that it 
does not matter, in and of itself, whether 
a corporation will take business away from 
another corporation which is clearly a pub- 
lic utility. The fact that a corporation will 
actually offer limited competition to an 
established public utility does not make it 
a public utility. 


Service to Nonmembers 


It was disclosed at the hearing that the 
bus company had on occasion transported 
persons who were not members of the 
club. The commission was convinced, how- 
ever, that this came as a surprise to the 
owner of the carrier, and that it was done 
against his instructions. On the few occa- 
sions when this occurred there was a com- 
pelling reason which at the time seemed to 
justify transportation, and it was done 
with the approval and upon the instruc- 
tions of the club, but without collecting 
any fare from such persons. The driver 
was not aware of the presence of these 
nonmembers. 

The commission cautioned that although 
it did not hold the carrier responsible for 
the transportation of these nonmembers 
it should not be assumed that it approved 
of such transportation. It warned the Com- 
muters Club that it might some day bring 
itself within the definition of a public util- 
ity, especially if it provides transportation 
facilities to the indefinite public. 
mon carriers only. Common carriers, it 
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Scope of Regulation 


There was no regulation of public utili- 
ties in Delaware until 1949, when the com- 
mission was created. At that time the com- 
mission was given power to regulate pub- 
lic utilities under the Public Service Com- 
mission Act. This act, the commission 
said, is subject to strict construction and 
if there is any real or serious doubt as to 
whether a certain type of operation is 
within or without its jurisdiction, the 
doubt should be resolved against such 
jurisdiction. 

The statute provides that no company 
shall begin business as a public utility, nor 
shall any public utility extend its business 
operations without first obtaining a certifi- 
cate from the commission. The statute de- 
fines a public utility as including every 
corporation that operates, within Dela- 
ware, any motorbus system or equipment 
“for public use.” There is no statutory 
classification or definition of motor car- 
riers as such. They are, therefore, subject 
to regulation to the extent that they are 
“public utilities’ within the meaning of 
that term as defined by the statute. 


Test of Utility Status 


The key to a determination of whether 
a particular type of operation is a “public 
utility” is found in the statutory phrase 
“for public use.” In other words, said the 
commission, it is necessary that the bus 
system or equipment be operated for pub- 
lic use in order for it to be a public utility. 
Under the statute, the only carriers which 
can operate for public use are common 
carriers. 

The statute does not recognize contract 
carriers as a class, but classifies carriers 
either as common or private. 

The commission held that the law does 
not give it jurisdiction over contract motor 
carriers but authorizes it to regulate com- 
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said, are those whose operations are in- 
discriminately open to the use and service 
of all members of the public who may re- 
quire them, to the extent of the capacity 


PROGRESS OF REGULATION 


3 


of such carriers. Hill’s Jitney Service, Inc. 
(Delmar Coach Service) v. Stiltz, Inc. 
Docket No. 231, Order No. 422, May 28, 
1958. 


Increased Message Toll Rates 


F givens company’s application for 
increased rates, tolls, and charges for 
intrastate message toll service was ap- 
proved. The Indiana commission com- 
mented that the new rates would produce 
additional revenues while avoiding in- 
creases in initial period rates for the basic 
more widely used station-to-station serv- 
ice. 

The proposed changes and revisions 
would principally affect those types of calls 


Certificate Covers 


— authorizing motor car- 
rier operations throughout New 
Mexico was entirely too broad, in view of 
limited evidence showing a need for the 
service in only two counties of the state, 
the New Mexico supreme court ruled. The 
commission’s order granting the certificate 
was appealed to the high court by a pro- 
testing carrier who held similar statewide 
authority. He contended that he was fur- 
nishing adequate service and that the evi- 


. 


e 


upon which increased costs had had their 
greatest impact, such as person-to-person 
calls, and were consistent with the prin- 
ciple that customers for whom the more 
costly services are rendered should pay the 
costs incurred in rendering such services, 
rather than customers generally being re- 
quired to pay such costs through higher 
rates for the more basic services. Re In- 
diana Bell Teleph. Co. No. 27493, April 3, 
1958. 


Too Much Territory 


dence did not sustain the new authority. 

While the evidence before the commis- 
sion would sustain authority to operate in 
two counties, the court observed that it 
could not approve the certificate in part 
and disapprove it in part. A certificate 
must stand or fall as it is written. The 
court therefore ordered the certificate to 
be canceled. National Trailer Convoy, Inc. 
v. New Mexico State Corp. Commission, 
324 P2d 1023. 


Garbage, Garbage Everywhere—But Only One Franchise 
(Commission Says “Phew” More) 


he Montana commission was faced 
with an interesting situation when it 
passed upon an application for a certifi- 
cate to transport garbage as a class C car- 
rier. The applicant had been awarded an 
exclusive franchise by the city of Missoula 
after the municipality had revamped its 
garbage disposal setup, replacing the four 
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carriers previously handling collection 
with the one franchise contract. 

Armed with the exclusive contract, the 
carrier applied to the commission for a 
certificate, found, to its chagrin, that fran- 
chises did not result in ipso facto issuance 
of the certificate. 

The commission pointed out that gar- 
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bage transportation comes within its regu- 
latory powers, that it had consistently held 
that motor carriers who transport garbage 
for hire must first obtain a certificate. The 
police powers of a city must yield to the 
statutory authority of the commission 
when such powers conflict with the gen- 
eral laws of the state regarding regulation 
of motor carriers. The city’s new garbage 
ordinance, and the contract authorized by 
it, did not nullify any of the requirements 
of the Motor Carrier Act. 


Commission Powers Not to Be Delegated 


The applicant contended that mere 
designation by the city as its exclusive 
garbage hauler ipso facto entitled him to 
a certificate. The commission replied that 
it alone had been vested with authority to 
supervise and regulate motor carriers for 
hire. If a certificate were issued without 
examining the adequacy of existing serv- 
ice and determining whether public con- 
venience and necessity required the issu- 
ance, the commission would be delegating 
to the city those powers which the legisla- 
ture had vested in it. The city could ter- 
minate its contract with the applicant at 
some future time and designate another 
carrier as its exclusive hauler. The com- 
mission would then have to issue a new 
certificate whenever the city changed car- 
riers. This would constitute a transfer of 
the board’s discretionary powers to the 
city. Although the commission pointed out 
it did not adhere to the proposition that a 
certificate confers upon the motor carrier 
the right to enjoy a monopoly in a specified 
field of transportation, it was a long- 
standing policy that carriers providing the 


Compromise of Undercharge Claim Denied 


_ California commission denied a 
carrier’s application for authority to 
compromise a disputed undercharge claim. 
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public with satisfactory and adequate serv- 
ice should be protected against undesirable 
or unnecessary competition. The applicant 
had not met the burden of showing that 
existing service was inadequate. 

The commission distinguished the in- 
terests of the city as a government unit 
from the interests of the whole public. To 
the customers, the garbage rate would be 
the same regardless of which applicant did 
the collecting. Present haulers had been 
giving satisfactory service. They had taken 
steps to provide centralized service and 
allow customers to deal with one agency. 
Present haulers also had plans to establish 
a new dump ground. 






















Municipal Powers Distinguished 


The commission made it clear that its 
action did not constitute interference in 
the municipal affairs of the city. The com- 
mission would be extremely reluctant to 
impede the workings of a city government 
or any other agency, it said. The city had 
full power to regulate the collection or dis- 
posal of garbage. It also could impose rea- 
sonable regulations upon the transporta- 
tion, such as requiring transportation in 
covered vehicles. 

The commission’s only requirement was 
that the city deal with certificated carriers. 
The city could not hire a physician who 
was not licensed to practice medicine in 
the state ; it could not hire an attorney who 
was not admitted to the Montana bar; 
likewise it could not hire a motor carrier 
who was not authorized to conduct the 
proposed transportation. Re Carroll, 
Docket No. MC-1168, Order No. 1271, 
March 3, 1958. 

















The carrier held Radial Highway Com- 


Irregular Route Carrier certificates. It had 
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been billing a steel company in accordance 
with a rail-compelled rate on the under- 
standing that the company had the use of 
a rail spur facility at its plant. Later, the 
carrier discovered that the customer was 
not served by a rail spur, so that the truck 
rate tariff was the applicable one. 

The customer, upon receiving the $5,- 
662.70 bill for undercharges, took the 
position that there was a defense to the 
claim for undercharges in that certain of 
its competitors located in the immediate 
vicinity were receiving the advantage of 
the rail-compelled rate, and that it was in- 
duced to accept the transportation of the 
carrier through representations that such 
rate was applicable. Payment was refused, 
but a compromise offer of $4,334.79 made. 

The carrier, in applying to the commis- 
sion for permission to accept the com- 
promise payment, contended that there 
was “an air of plausibility” to the defense 
of the steel company which might preclude 


a recovery of the undercharges in a court 
of law. Furthermore, the cost of institut- 
ing and conducting such a suit would be 
far greater than the difference between the 
claimed undercharges and the offered com- 
promise. 

The commission pointed out that the 
carrier was subject to the minimum rate 
tariff prescribed and could not charge less 
except upon authority of the commission. 
Although there had been no intention on 
the part of the applicant to create a devia- 
tion from the general rule of law, and the 
commission was aware that the sum of- 
fered as a compromise was not dispropor- 
tionate to the amount of the undercharges, 
the commission was reluctant to permit the 
compromise until an action looking toward 
the recovery of the full amount had been 
commenced in a court of competent juris- 
diction. Re Booth (Booth Transportation) 
Decision No. 56445, Application No. 
39489, April 1, 1958. 





Other Recent Rulings 


Gas and Steam Rate Increases. Balti- 
more Gas & Electric Company obtained 
from the Maryland commission moderate 
rate increases for its steam and gas serv- 
ice, pending final determination of the 
case, upon a showing that the company’s 
rate of return for these services would 
not even approach the allowable 6 per 
cent established by the commission; but 
withdrawal of a suspension of a proposed 
electric rate increase was denied since it 
would result in a return substantially 
higher than 6 per cent. Re Baltimore Gas 
& E. Co. Case No. 5554, Order No. 
b 53385, April 24, 1958. 


Delegation of Power. The Oregon su- 
preme court, in a negligence action, held 
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that the commission had no right to adopt 
prospectively as a part of the electrical 
safety code of the state, without hearing 
or further consideration, subsequent 
changes approved by the Bureau of Stand- 
ards in the National Electrical Safety 
Code. Hillman v. Northern Wasco Coun- 
ty People’s Utility Dist. 323 P2d 664. 


Stock Acquisition. The Wisconsin com- 
mission authorized a natural gas company 
to acquire stock of an affiliated company 
engaged in the propane gas and bottled gas 
business, a nonutility operation, where the 
gas company intended to pay for the stock 
out of surplus earnings belonging to its 
common stockholders, the bottled gas busi- 
ness being similar to the gas utility opera- 
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tions. Re Wisconsin Southern Gas Co. 
2-U-4999, May 16, 1958. 


Rate Discrimination. The Wisconsin 
commission held that it is discriminatory 
for a small rural telephone company to 
charge the same rate for rural business 
and rural residence service. Re Montpelier 
Teleph. Co. 2-U-4975, May 29, 1958. 


Telephone Service on Air Force Base. 
The North Dakota commission held that 
it has no jurisdiction over the proposed 
construction and operation of a telephone 
system on a United States Air Force base 
to serve the residential and commercial es- 
tablishments thereon where the proposed 
facilities will be located wholly on the base 
and the cost of construction will be fi- 
nanced by a loan from the Rural Electri- 
fication Administration. Re Souris River 
Teleph. Mut. Aid Corp. Case No. 5414, 
May 26, 1958. 


Telephone Rate Increase. The Connecti- 
cut commission authorized the New York 
Telephone Company to increase rates to 
a level calculated to yield a return of about 
5 per cent on the theory that such rates 
would be no more than just and reason- 
able. Re New York Teleph. Co. Docket 
No. 9623, May 5, 1958. 


Certificate Extension. The New York 
commission held that as long as a certifi- 
cated motor carrier continues a bona fide 
operation as such, infirmities in its certifi- 
cate should be, in the public interest, cor- 
rected by extending its authority to en- 
able it to render a more efficient and eco- 
nomical service. Re S. B. Hamilton Truck- 
ing Co. Case MT-2850, May 26, 1958. 


Railroad Station Requirement. The 
California commission held that the mere 
fact that a railroad’s tracks run through a 
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town does not require it to maintain jn 
such town a station building and a local 
agent for the purpose of the town’s pres- 
tige where there is no need for the sta- 
tion or the agent in connection with the 
transportation of freight. Re Southern P. 
Co. et al. Decision No. 56777, Application 
No. 39662, May 27, 1958. 


Limited Motor Carrier Service. The 
Kansas court of appeals held that where 
a certificate issued to a railroad for truck 
service auxiliary to its railroad service 
provided that the railroad should not serve 
any point not a station on its lines, the 
truck line was not entitled to make store- 
door pickup and delivery service in towns 
in which the railroad had depots. Missouri 
ex rel. Missouri Pacific Freight Transport 
Co. v. Missouri Pub. Service Commission 
(1958) 312 SW2d 363. 


Telephone - answering Service. The 
Wisconsin commission held that it has 
jurisdcition over telephone - answering 
service companies only to the extent that 
a company is acting as an agent of a tele- 
phone company, and if the answering serv- 
ice is to be permitted to complete a call 
when the called party is at a phone at an- 
other location, the rate charged should be 
filed. Telephone Answering Service v. 
Wisconsin Teleph. Co. 2-U-4741, May 15, 
1958. 


Gas Producer Rates. The Federal 
Power Commission held that it did not 
act discriminatorily in suspending rate in- 
creases over 10 cents per Mcf proposed by 
natural gas producers of high quality gas 
in the Permian basin area though it did 
not suspend increases under 10 cents pro- 
posed by producers of lesser quality gas 
in the same area; such action was con- 
sistent with the commission’s policy of 
suspending increases over 10 cents in the 
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basin when not supported by cost data. 
Re Humble Oil & Refining Co. Docket 
Nos. G-13729, G-13938, May 15, 1958. 


Conditioning of Certificate. The Fed- 
eral Power Commission pointed out that 
the attachment of conditions to orders 
granting temporary authorization under 
the Natural Gas Act is as proper as the 
imposition of conditions upon the issuance 
of a permanent certificate. Re Sunray 
Mid-Continent Oil Co. Docket Nos. G- 
13298 et al. May 9, 1958. 


Evidence Supports Gas Order. The Fed- 
eral Power Commission refused to reopen 
a certificate proceeding and rescind an or- 
der alleged to have been issued without 
supporting evidence, where the order, 
which authorized sales of natural gas to 
specific companies, was based on estimates 
of gas requirements for the Columbia Sys- 
tem in which the company served. Re 
Transcontinental Gas Pipe Line Corp. et 
al. Docket Nos. G-12059 et al. May 15, 
1958. 


Power for Canada. Superseding prior 
authorization, the Federal Power Commis- 
sion authorized Niagara Mohawk Power 
Corporation to transmit up to 300 million 
kilowatt-hours of electric energy per year 
to Canada, upon finding that such trans- 
mission would not impair the power sup- 
ply in the United States or impede the 
co-ordination of facilities in the public in- 
terest. Re Niagara Mohawk Power Corp. 
Docket No. E-6797, May 15, 1958. 


Carrier Operating Authority Sus- 
pended. The California commission, find- 
ing that a carrier had consistently been 
following a course of improper conduct 
in that it had assessed charges based upon 
consolidated multiple-lot shipments when 
the shipments actually constituted separate 
shipments and should have been rated as 


such, suspended the operating authority 
between the two points of most frequent 
violation for a period of five days, as well 
as to shippers for which violations had 
been found for a period of forty-five days. 
Re Merchants Express of California, De- 
cision No. 56553, Case Nos. 5903, 5904, 
April 15, 1958. 


Equipment Leasing Rule. The Florida 
commission amended its rules governing 
household goods carriers to eliminate trip- 
leasing and require that motor vehicle 
leases be for a term of at least ninety days 
unless to replace motor vehicles disabled 
or undergoing repair and in order to com- 
plete the transportation of a shipment 
originally destined to move upon such dis- 
abled vehicle, and to include a provision 
that a vehicle under lease to a certificated 
household goods carrier should be used for 
no other purpose than the business of the 
certificate holder during the term of the 
lease. Re Rules and Regulations Govern- 
ing Household Goods Carriers, Docket 
No. 3253-CCT, Order No. 4241, April 4, 
1958. 


Denial of Agency Station Discontinu- 
ance. The Louisiana commission denied a 
railroad’s request for permission to dis- 
continue an agency station where only a 
slight loss was being s«ffered, concluding 
that continued operation would not con- 
stitute such a drain upon the carrier’s re- 
sources as to override the demonstrated 
public need for operation. Ex Parte Gulf, 
M. & O. R. Co. No. 7497, Order No. 
7457, March 11, 1958. 


Exhaustion of Remedies. The United 
States court of appeals held that motor 
carriers alleging exemption from the pro- 
visions of the Interstate Commerce Act 
did not have standing, under the Declara- 
tory Judgment Act, to have the court de- 
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fine the rights and relationships of such 
carriers with respect to other carriers sub- 
ject to the act which had filed rates with 
the commission but which were alleged to 
have disregarded such rates and charged 
less, until the carriers had exhausted ad- 
ministrative procedures contained in the 
act. St. Germaine et al. v. Alamo Motor 
Lines et al. 252 F2d 10. 


Passenger Train Discontinuance. The 
Colorado commission authorized a rail- 
road to discontinue passenger train serv- 
ice where public demand or necessity for 
continued service no longer existed, alter- 
nate facilities would be provided for rail- 
road personnel, and the matter of requir- 
ing a stand-by service for weather emer- 
gencies induced a performance responsi- 
bility to which the commission did not 
prescribe. Re Union P. R. Co. Application 
No. 15783, Decision No. 49999, April 8, 
1958. 


Motor-for-rail Certificate. The United 
States district court held that a certificate 
for substituted motor-for-rail service may 
be granted either to a wholly owned motor 
carrier subsidiary of a railroad or to an 
independent trucker with whom the rail- 
road contracts for supplemental service. 
Sites Freightlines, Inc. et al. v. United 
States et al. 158 F Supp 909. 


Free Unloading Time. The United 
States district court held that an Inter- 
state Commerce Commission emergency 
car service order prohibiting carriers from 
allowing more than seven days’ free time 
for unloading boxcars at ports reduced the 
free time for the storage of grain in rail- 
road cars at a certain port from twenty 
days to seven, notwithstanding a tariff 
filed by the railroad with the Interstate 
Commerce Commission providing that 


grain consigned to the port elevators 
would be held in cars without charge for 
storage for twenty days. Reading Co. v, 
Commodity Credit Corp. 159 F Supp 67. 


Passenger Train Consolidation. The 
Illinois commission granted a railroad’s 
application to consolidate certain trains 
upon a showing that the trains had been 
operating at a substantial deficit, that pas- 
senger patronage had been steadily declin- 
ing, operating costs had been steadily ris- 
ing, that the elimination of the annual out- 
of-pocket loss would improve the rail- 
road’s operation, and that other modes of 
transportation were available. Re Gulf, 
M.& O.R. Co. No. 44632, April 10, 1958. 


Voter Preference as Factor. The Mon- 
tana commission, in granting a municipal 
water plant a 43 per cent increase instead 
of a 55 per cent increase requested, com- 
mented that the fact that the municipality 
had informed voters that approval of a 
bond issue would require a 55 per cent in- 
crease in water rates, and that the bond 
issue had been approved, which the mu- 
nicipality construed as a voter endorse- 
ment of the 55 per cent increase, did not 
preclude the commission from inquiring 
into the merits of the application, since the 
commission’s function is to protect rate- 
payers against excessive rates and to aw- 
thorize only revenues required for sound 
operation. Re City of Helena, Docket No. 
4624, Order No. 2711, April 8, 1958. 


Extended Area Service Authorized. The 
California commission ordered extended 
area service between the Fresno exchange 
and several surrounding community ex- 
changes, with rate adjustments to offset 
resulting revenue reductions. Re Pacific 
Teleph. & Teleg. Co. et al. Decision No. 
59728, Case No. 5928, May 27, 1958. 
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In opening position, PM-40 
Switch blade rotates on axis to 
relieve contact pressure. 


-40 Double-Side-Break Switch features easy-rotating 

ade, high pressure silver-to-copper contacts, factory- In closing position, PM-40 Switch 
aled insulator bearing, and heavy duty construction. blade moves from 45° to 90° 
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e’s easy, positive operation with 
ta-Star’s PM-40 Side-Break Switches 


>» operating Delta-Star’s PM-40 Double- 
‘ tarts with its engineered simplicity. The 
'e operates by over-toggle mechanism on 
ting insulator. Balanced spring arrange- 
operating effort when switch is opened 


‘fied blade-actuating mechanism exerts 
‘ to easily break ice or corrosive forma- 
ig ease of operation at all times. 


:tacts are straight-line current path de- 


sign with no offset to produce stress during fault 
currents. Tubular switch blade is one-piece, hard- 
drawn copper, with silver inlay contact points. The 
blade rotates on a factory-sealed, ball-bearing base. 
Where you prefer or require side-break switches 
in voltage ratings of 115 to 330 KV, the Delta-Star 
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Write Dept. 46B, Delta-Star Electric Division, 
H. K. Porter Company, Inc., 2437 Fulton Street, 
Chicago 12, Illinois. District offices in principal cities. 
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Whether in general operations, financing ¢ 
ing or other business matters, the consi 
advisory services of Commonwealth can be 
rial assistance. 

These services are integrated with t 
and policies of client management in a 
ing the desired objectives. Commonwedlt 


ence is built on work covering many slam 


companies, in operations varying from a 
ployees to thousands, and in projects fr 
dollars to many millions. 
Commonwealth is an independent org 
built on a business record of 50 years, 2 
owned by officers and employees. 
Let our booklet tell you more 
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Puiomalion! 


How Atlantic City Electric, Aided by Electronic 
Brains, Works Wonders in Making Accounting 
Facts and Figures Quickly Available for 
Statistical and Reporting Purposes! 


TS are stubborn things, but utili- 
management can squeeze a good 


ancing SE more knowledge out of its ac- 
1€ CONSMMting system by putting punched- 
h can be automation to work. 
t Atlantic City Electric Company 
a gave organized our accounting 
With HE with an electronic computation 
it in atmram which will eventually tie all 
onwealimmcccouniing into a unified system 
nany s y accessible for statistical and re- 
ng purposes. 
from @ ton at our company had its 
ects fr tremendous growth over 


ade which outmoded pre- 
ds and threatened to bog 
iper work functions. New 
et took over in 1948, after 
y was separated from the 
is and Electric Company 
iprecedented expansion, 
'g costs in the following 
‘d paper work problems. 
ra of 1955, we made the 
installing a Remington 
‘120 Punched-Card Elec- 
‘uter and related equip- 
rst stage of the program 
converting as many ac- 
‘nections as possible to 
av-ls to absorb the volume of 
‘and develop experience 
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ent Ong 
ears, a 


in the equipment’s potential. 
While we knew our ultimate goals, 
with respect to automation, we be- 
lieved the best approach was to work 
on each of the operations individually, 
keeping in mind the coordination and 
integration necessary to achieve the 
final goal. This final coordination 
would come after the following ac- 
counting operations had been mecha- 
nized: 
1. Customer Billing and Receiv- 
ables 

. Payroll 

. Stores 

4. Accounts Payable 

. Construction and Continuing 
Property Records 

6. General 

In addition to these specific account- 
ing functions, we plan to place the 
meter and transformer history records 
on punched cards. These records rep- 
resent one of the largest volume oper- 
ations in the company, second only to 
the billing operation. The automation 
of the history cards will serve a dual 
purpose of providing operating rec- 
ords for our operating departments 
and at the same time, through the 
placing of unit costs in the cards, 
serve as supporting detail for the con- 


tinuing property records. The pro- 
gramming of the meter and trans- 
former history record automation is 
under way at the present time and 
the studies are substantially com- 
pleted. The actual transition from 
hand kept records to punched cards 
will not take place until all of the ac- 
counting phases of automation have 
been completed and placed in service. 

Punched-card meter records will 
produce the information required to 
conduct periodic tests of two hundred 
thousand meters over an eight year 
period. Tabulated results of tests for 
regulatory bodies, listings of meter 
values to support the continuing prop- 
erty records, records of meters in and 
out of service, and the variety of sta- 
tistics required for efficient operation 
of the Meter Department can be easi- 
ly produced from punched cards. 

Of the six accounting functions 
the first four are virtually completed, 
with the exception of centralization 
of Accounts Receivable. Thus far the 
billing has been completely centralized 
but receivables have been left in our 
twelve local offices serving the three 
hundred communities of Southern 
New Jersey where we operate. Early 
attempts at centralizing the receivable 
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at the time we were con- 
verting billing to punched cards, 
turned up detail problems which 
caused us to draw back and study the 
matter further. During 1957, the sys- 


tem for centralization of Accounts 


operation, 


Receivable was fully worked out and 


we are proceeding with the centraliza- 
tion over an eleven month period start- 
ing January 1958. 


Customer Billing and Receivables 


The customer billing was started 
in the summer of 1955, and has been 
done entirely on punched cards for 
some time. Billing 200,000 accounts 
monthly on key-driven accounting ma- 
chines was becoming more and more 
cumbersome with every increase in 
the size of our operations and ceriv- 
ing important statistical data from the 
billing information reauired a_ tre- 
mendous amount of labor. 

Today we start at the same point as 
before—the Meter Books—but there 
the similarity in the operation ends. 
Where it used to be necessary to make 
as many as 12 passes through the book 
for as many different rates, all ac- 
counts can now be punched in order 
The present reading, “To” date, and 
number of days in the billing period 
are pre-punched into a computation 
card carried over from the previous 
month, Ledger cards and bill forms 
are printed and addressed by plate. 
When they reach the Data Processing 
Department the account number is im- 
mediately punched into the ledger 
card. We put the computation cards 


through the Univac 120 to compute the 
current month revenue. The cards are 
then merged with the ledger card file 
and the deck is again passed through 
the computer to accumulate the reve- 
nue to each customer’s ledger. The in- 
formation from the ledger card is 
then automatically punched into the 
current bill card which is then reduced 
to post card size for mailing. The bills 
and matching ledger cards go to the 
business offices where the bills are 
mailed to the customers and the ledger 
is retained as a record of the amount 
due from the customer. Meanwhile, 
our Data Processing Department re- 
produces the computation cards for 
the next month’s billing, placing the 
previous month’s computation infor- 
mation in the proper card columns. 

Under the centralized system now 
being installed, the business offices 
will not maintain any ledgers and the 
bill mailed to the customer will con- 
tain the account number and amount 
punched in the cash stub portion. 
When the remittance is received from 
the customer, together with the 
punched stub, the stub will be repro- 
duced to a full size card and auto- 
matically re-entered into the Data 
Automation System for posting to the 
customer account. lor answering cus- 
tomer inquiries and other transactions 
with customers, the business offices 
will retain accounts receivable listings 
and daily listings of cash received in 
account number order. These listings 
will be produced by the Data Process- 
ing Department as a by-product of the 





Remington Rand Punch is the starting point of Atlantic City Electric’s automation, 
translating a variety of accounting data into punched cards. 
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billing and cash posting operation 
addition, delinquent notices yi] 
produced automatically when & 
tion action is necessary. 

Many statistical report 
monthly revenue analysis and 
block analysis, are derive: from 
computation cards. It is possible t 
tain a great many breakdo: ns to 
vide sales promotion, load study 
other information require: for 
ating purposes. 

Payroll 

One of the first jobs ay lied t 
Univac was the payroll operat 
The payroll operation ha: been g 
pletely automatized from the re 
of the time report in the !ata P 
essing Department until 1 ie prey 
tion of the W-2, Annual Siatemer 
Employee’s Earnings for tax q 
poses. The computation of gros 
net pay, preparation of pay roll che 
distribution of labor dollars to 
counts, preparation of fringe and 
ployee benefit reports, stitistical 
other data on employees, empl 
earning statements, job function 
department information, (and s 
ments of earnings) are all prod 
automatically through the use 
punched cards and electronic com 
ing equipment. The payroll system 
many phases which give us a vat 
of statistical reports but this | 
resume shows the facility with w 
computations are made and the vat 
of data available to us in card for 

The conversion of the payroll ft 
tion to punched-card equipment 
vided us with a means for gaining 
mediate experience in operating 
equipment and also enabled 
transfer Payroll Department per 
ne! almost enmasse to the Data 
essing Department to provide ‘ 
cleus of employees. The conver 


Suc 





of the centralized billing functiofj 


punched- card equipment enable 
to continue to expand the Data P 
essing Department through the tr 
fer of employees until the depart 
reached the strength at which ite 
be most efficiently operaicd. 
While our initial plans envis! 
the conversion of all customer bi 
and centralization of acccunts rt 
able simultaneously, we fount 
approach to be impractica’, ands 
viously mentioned we d:ew bat 
the centralization of acc 
able for further study an:! ¢ 
of the conversion of the 
ation. To absorb the maci.ine atl 
ployee time made available thr 
not centralizing receivali'es we 
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barked on the conversion 
accounting operation to 
‘| and electronic equip- 
ogramming of this func- 
edited and in the short 
ee months, in the Spring 
program was developed 
ion started. The conver- 
proximately four months 
ipleted by September of 
iT. 
Stores 
program provides for 


lied t ince of materials and sup- 


operaj™g balances for eight storerooms on 
been @@ptralizcdd basis. All issues and re- 
the reqs from the storerooms are posted 
ata Pygronicaliy on a centralized basis 


trial balances are produced peri- 
ly for review by the storekeep- 
A system of inventory and cycle 
cing has been established in 
rto provide the necessary control 
physical quantities, The system 
provides for the charging and/or 
iting of issues and returns from 
torerooms to the proper construc- 
and operating accounts much in 
same manner as the labor dis- 
tion. Also incorporated in this 
fm is a computer program for 
ig the cost of minor miscellaneous 
k of material and stores expense 
e major material cost in order to 
nate the many calculating opera- 
previously followed to arrive at 
sue cost of materials and supplies. 
m incorporated minimum 
um stock levels on critical 
iiterial in order to provide a 
‘tomatically recording with- 
physical counts. While 

11s virtually complete, we 

iudying means of reducing 
uired for input of source 


tistical 
empl 
nection 


progr 


ment 
aining 
rating 


counts Payable 
he most interesting oper- 
1 has been mechanized is 


unctio 
nabled 
data P 
vable. Our initial studies 

it the work volume would 

a completely tabulated op- 

the volume was sufficient 
some degree of mechani- 
rience showed that the 

| of handling payments to 
son a daily basis rather 
ulative standard payment 
many companies. In addi- 
‘nent required that a re- 

vice be attached to each 

ler to eliminate questions 
mdence, and copies of the 
roduced for filing and ac- 
inurposes. While the only 
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eparttl 


answer to requirements of this type 
was a bookkeeping machine, we still 
wanted the rapid handling of account 
distribution and statistical informa- 
tion which would be achieved through 
use of the punched cards. 

The system incorporated a standard 
bookkeeping machine intercoupled to 
a Punch, to produce the required tab- 
ulating cards as a direct by-product 
of the account listing and writing of 
checks to pay vendors. The cards can 
be merged with the cards produced 
in other accounting operations to 
achieve the goal of punched-card ac- 


counting and still allow the Accounts 
Payable Department to operate inde- 
pendently in a manner which will per- 
mit the absorption of the accounts pay- 
able volume at the required times. 


Construction and Continuing 
Property Records 

The success achieved thus far has 
encouraged us to proceed with our 
programming for construction ac- 
counting, continuing property records 
and general accounting. While the de- 
tailed objectives of the programs have 
not been defined, our initial studies 

















This is not an offering of these shares for sale, or an offer to buy, or a Solicitation of an offer to buy 
any of such shares. The offering is made only by the prospectus. 


853,781 Shares 
Pacific Gas and Electric Company 


Common Stock 
Par Value $25 per Share 


Rights, evidenced by Subscription Warrants, to subscribe for these shares at $52 

per share have been issued by the Company to holders of its Common Stock of 

record June 17, 1958, which rights expire July 8, 1958, as more fully set forth in 
the prospectus. 





The several Underwriters have agreed, subject to certain conditions, to purchase 
any unsubscribed shares and, during and after the subscription period, may offer 
shares of Common Stock as set forth in the prospectus. 





Dean Witter & Co. 
Smith, Barney & Co. 
Goldman, Sachs & Co. 
Lehman Brothers 


First California Company 


Incorporated 


Elworthy & Co. 
F. S. Moseley & Co. 


Eastman Dillon, Union Securities & Co. 
Kidder, Peabody & Co. 


Stone & Webster Securities Corporation 
Schwabacher & Co. 


W. C. Langley & Co. 
Shuman, Agnew & Co. 


Copies of the prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which the prospectus may legally be distributed. 


Blyth & Co., Inc. 
The First Boston Corporation 


Harriman Ripley & Co. 
Glore, Forgan & Co. 
Lazard Fréres & Co. 
Merrill Lynch, Pierce, Fenner & Smith 
White, Weld & Co. 
Walston & Co., Inc. 
Irving Lundborg & Co. 
Wertheim & Co. J. Barth & Co. 
k & Dominick Hallgarten & Co. 





Brush, Slocumb & Co. Inc. D 
Hemphill, Noyes & Co. 
Lee Higginson Corporation 
Mitchum, Jones & Templeton 
Reynolds & Co., Inc. 
William R. Staats & Co. 
Hooker & Fay 
Bateman, Eichler & Co. 
Mason Brothers 
Dempsey-Tegeler & Co. 
Shearson, Hammill & Co. 
Wilson, Johnson & Higgins 


June 24, 1958. 

















Hornblower & Weeks 


Salomon Bros. & Hutzler 
Davis, Skaggs & Co. 
E. F. Hutton & Company 
Crowell, Weedon & Co. 
F. S. Smithers & Co. 
Lawson, Levy, Williams & Stern 
Henry F. Swift & Co. 


W. E. Hutton & Co. 
Carl M. Loeb, Rhoades & Co. 
Paine, Webber, Jackson & Curtis 
Sutro & Co. 

Francis I. duPont & Co. 
Lester, Ryons & Co. 
Hill Richards & Co. 
Bache & Co. 

Pflueger & Baerwald 
Weeden & Co. 


Incorporated 


Wulff, Hansen & Co. 
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have enabled us to determine the more units of property will contain all of the keeping machines with punched. 4) 
important results which we wish to. statistical information which is re- attachments. Once we hay~ achie 
achieve. quired throughout the year. Location the initial objective of placing 
In laying out the broad concepts codes will be provided so that property general accounting — ope:ation 
of the construction accounting pro- can be tabulated by cities, towns, and punched-card and computing ¢q 
gram, we are looking forward to de- taxing districts for mileage and tax ment, it is our plan to broaden Mh thar: 
veloping a posting system whereby reports. Unit code numbers will be operation to apply the elem nts of ae 
source documents such as stores issue provided for sorting out common items sponsibility accounting. Ti rough fl te. )\ 
cards, labor distribution cards and ac- of material and tabulating them by ac- establishment of account -odes #, 
counts payable cards can be merged count number, thereby providing auto- type of cost codes, we w'll devdlh of ti 
after they have performed their ini- matic account balancing. Units of costs within the account  ramewih. in ¢ 
tial functions in order to produce a measurement, quantities, unit cost and which can be reported to «he sectfif, puilt 
complete punched-card construction total cost will be included anda system officers responsible for th: Operatifint Co 
accounting record. We are also study- will be devised so that units of pro- of various company functicis, Well Edis: 
ing the means of achieving automatic perty can be added to and deducted of the opinion that the stz. istics pf and i 
distribution of costs such as interest from the balances and new unit costs vided through these oper :tions plant v 
during construction and construction computed through use of the punched- permit the responsible offic: rs to oflr-type’ 
overhead to work orders. As a final card and electronic computing equip- ate their sections in the mvst efficififans th 
step in the construction accounting ment. We are hopeful of providing manner. sjonab! 
program, we are going to attempt to more statistical information on our What the Atlantic Civ Eleciitructio: 
utomatically develop unit of property property by kind, size, location and Company has accomplished thus fjenifica 
costs as a by-product of closing work cost than has ever been provided in the is a clear indication of how facts @of fuel 
orders in order to produce the source past. be put to work for minagemdlpur cou 
entries for our continuing property These accomplishments have led ug power, 
records, The unit of property cost will General Accounting establish a very ambitious proggiint of | 
consist of major items of material to The primary objective of our gen- for the next two years and we beli lf resear 
yhich have been added the non-identi- eral accounting program is to develop the final goal will produce a compfimendov 
iable or waste material cost, the in- automatic posting for our operating ing system for Atlantic City Elecifiited wit 
Stallation labor, and indirect costs such and other subsidiary ledgers. As we Company which will be among tv of 
s stores expense, interest during con- envision it, the system will also use the outstanding in the country. ach a | 
truction and general overhead tocome_ cards produced as a by-product of our 
1p with an installed cost of each unit stores accounting, labor and accounts Contracts Awarded for Co 
of property. payable operations as source docu- Of Enrico Fermi Atomic Plagind Al 
Our planning for the continuing ments for automatic posting. One of CONTRACTS for design and ma Nuclear 
property records has progressed to the the primary program problems is de- facture of the core of the giant Enrggof the « 
0int where we have defined the units veloping a method of creating journal Fermi Atomic Power Plant ng reseat 
of property which will support our entries with punched cards as a by- under construction near Detroit hg in fu 
primary plant account balances and product. For this operation, we are been awarded to Nuclear Metals, lm: Mit 
uur balance sheet plant total. These looking toward typewriters and book- and the D. E. Makepeace Divisionf@™ager ‘ 
Engelhard Industries, Inc., it was @eace D 
nounced recently. “a Sig 
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P.UR. ibepe 
QUESTION SHEETS FB pow: 


With the least possible expenditure of 
time, effort and money, utility executives 
lawyers, accountants, engineers ond 
others interested in any phase of public 
utility regulation can keep well informed 
through these brief, four-page leafe 
issued every two weeks. “ 


They consist of 10 questions and 10 
authoritative answers based on curretl 
decisions revealing court and <ommissian 
views pro and con. Annual :bscription 
$10. 


Send your order 9 


Public Utilities Repor:s, Inc, 
332 Pennsylvania fF idg. 
Washington 4, D. C. leetriti 


iR 


emington Rand Tabulator produces printed reports and summaries of data from 
punched cards computed on Univac 120 Punched-Card Electronic Computer. 
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i-tals, of Cambridge, 
ing and developing the 
ir the 100,000-kilowatt 
subcontracted almost 
; anufacturing work to 
Division, which has 
: w 53,000-sq.-ft. plant 
\.ass., primarily for this 
aly orking. 

|< prime contract was 

-<cess of $1,000,000. 
y Power Reactor De- 
., Which is owned by 
Company and other 
dustrial concerns, the 
vill be the world’s first 
r-type’” nuclear power station. 
ans that it actually will create 
sionable material than it uses. 
truction of the Fermi core 
gnificantly advance the tech- 
of fuel-element production, a 
ur country’s industrial use of 
power,” said H. Hugh Willis, 
mt of Nuclear Metals. “Our 
f research and development on 
mendously complex problems 
ed with heat removal and 
ty of fuel-element materials, 
ach a climax in this assign- 


hfhliate of Arthur D. Little, 
nd Allegheny-Ludlum Steel 
Nuclear Metals was described 
if the country’s largest metal- 
research laboratories and a 
in fucl-element development. 


I. Mittendorf, vice-president 


nager of the 60-year-old D. E. 
ace Division, called the joint 
“a significant example of co- 
m between atomic-energy re- 
exper's and an experienced 
m-metal - working organiza- 
le prolicted that most major 
“power projects would be han- 
im ar manner, 
ity of the Fermi Power 
)0,000 kilowatts. Later, 
ped up to 156,000. In 
ie atomic power plant 
Shippingport, Pa., will 


have an initial capacity of 60,000 kilo- 
watts, which can be increased to 100,- 


000. 


Barber-Greene Announces 
Model 702-A Rubber 
Tired Ditcher 
BARBER-GREENE Company, of 
Aurora, Ill., has just announced their 
new Model 702-A rubber tired Ditch- 
er, a highly mobile unit designed for 
narrow trenching in the fields of 
underground placement of gas and 
electric lines; telephone and other 
communications systems; lawn and 
golf-course sprinklers, etc. The new 
702-A succeeds the Model 702 which 
has enjoyed widespread use by utili- 
ties companies, municipalities, rail- 
roads, telephone suppliers and others. 

Designed to dig a maximum of 40 
in. deep, the 702-A may be equipped 
with either a Chisel tooth bucket line 
digging either 3 or 5 inches wide; or 
a Hook tooth line digging 33 or 5 
inches wide. This choice of bucket 
lines makes the machine readily adapt- 
able to a wide variety of underground 
soil conditions. 

Specifications and information on 
the new Model 702-A Ditcher may be 


obtained from any Barber-Greene dis- 
tributor; from Barber-Greene Com- 
pany, 400 No. Highland Ave., 
Aurora, Ill., or from Barber-Greene 
Canada, Don Mills, Ontario. 


Exide Publishes Manual on Power 
Plant Storage Battery Use 


A DETAILED technical manual on 
use of stationary storage batteries in 
electric utilities has been published by 
Exide Industrial Division of The 
Electric Storage Battery Company. 

The 24-page manual, Bulletin 210, 
has the first reports on recent engi- 
neering studies of the effect of tem- 
peratures on battery capacity and in 
addition provides tabulated data, and 
general information necessary for: 
selection of batteries and charging 
equipment ; proper battery and charg- 
er maintenance; selection of battery 
racks; and determination of battery 
discharge ratings. 

Stationary battery applications 
covered include momentary current 
supply for tripping and _ closing 
switchgear ; continuous loads for in- 
dicating lamps, holding coils for re- 
lays, supervisory control equipment 
and other control devices; and the 





SAVE ONE BATTERY 


EVERY 4 HOURS 


with au STRITE 


and have 167% more beam candle power 


at the same time plus longer bulb life 





= ENGINEERS 
WA!:TED BY REA 


ition Administration has 
‘ishington, D. C. for elec- 
wholesale rate engineers. 

< includes estimating cost 
loping rate schedules for 

of service and preparing 
iesale rate work includes 
iuction and transmission 
and developing rates and 
reparing contracts. Start- 
“ory up to $8,645. Selections 
“ederal Civil Service compet- 
ions, Apply Henry C. Starns, 
nel Division, Section C-2, 
cation Administration, U.S. 
! Agriculture, Washington 
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The efficiency of LIGHT-STICK’S 6-volt 
circuit does it. Four standard batteries 
working together give 150% more burn- 
ing time than the standard 2-cell light. 


With rust-proofed 24-gauge steel case, 
unbreakable lucite lens, protective rub- 
ber collar and heavy 2-conductor cord, 
LIGHT-STICK lasts years longer. 


LIGHT-STICK with swivel head meets 
every lighting problem...stands up 
firmly or lays flat on side without rolling. 
It has a belt clip, carrying ring and hang- 
ing slot. Though it costs a little more, 
LIGHT-STICK pays for itself in savings, 
service and satisfaction. 


see your distributor or write a | uf STR ITE Mfg. Co. ae 


Dept. G-78 
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emergency light and power. 

Indexed and organized for con- 
venient reference, Bulletin 210 is 
punched for insertion in standard 
three-hole binders. Copies can be ob- 
tained from Exide Industrial Divi- 
sion, The Electric Storage Battery 
Company, Box 8109, Philadelphia 1, 
Pa. 


G-E to Supply Germanium 
Rectifier Assemblies on Metal- 
Clad Equipment 
GERMANIUM rectifier assemblies 
that eliminate field adjustments and 
rectifier aging problems are now being 
applied for A-C closing of magne- 
blast circuit breakers on metal-clad 
switchgear equipment manufactured 
by General Electric’s Medium Volt- 

age Switchgear Department. 

Designed for both utility and in- 
dustrial applications, the germanium 
rectifier assemblies replace the con- 
ventional copper oxide assemblies. 

The much lighter and more compact 
germanium assemblies are hermetical- 
ly sealed for protection against atmos- 
pheric conditions. In addition, rectifier 
output is affected little by temperature 
change. 


According to Department  engi- 
neers, the new germanium assemblies 
are being used on all metal-clad 
switchgear equipments. 


G-E Plans to Construct 
$1,000,000 High Voltage 
Laboratory 


GENERAL ELECTRIC Company 
plans to construct a new $1,000,000 
High Voltage Laboratory in Philadel- 
phia, according to an announcement 
by V. L. Cox, manager-Laboratories 
Department in the Company’s Switch- 
gear and Control Division. 

Construction of the new laboratory 
will begin immediately with comple- 
tion scheduled for July, 1959. 

The new laboratory will have facili- 
ties for testing switchgear products 
rated 750,000 volts and higher. It will 
contain testing equipment which will 
simulate overvoltage conditions pro- 
duced by lighting and other dynamic 
overvoltages which occur on trans- 
mission and distribution lines of elec- 
tric power companies. 

The new research and development 
facility will be an addition to the $10,- 
000,000 Switchgear Laboratory which 











NEW _ ISSUE 


Dated July 1, 1958 


Kidder, Peabody & Co. 


Hallgarten & Co. 
Estabrook & Co. 


July 2, 1958. 


This is not an offer of these Securities for sale. The offer is made only by the Prospectus. 


$25,000,000 
Florida Power Corporation 


First Mortgage Bonds, 4%% Series due 1988 


Price 102.526% and accrued interest 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may lawfully offer these securities in such State. 


Merrill Lynch, Pierce, Fenner & Smith 
Bear, Stearns&Co. Goldman,Sachs&Co. Wertheim&Co. White, Weld &Co. 
F. S. Moseley & Co. 
Laurence M. Marks & Co. 


Due July 1, 1988 


Shields & Company 
Stroud & Company 


Incorporated 


























was completed in 1952 for th, 
circuit testing of circuit 5 
switches, contactors «nd oth 
trical power devices, 

Announcement of t)e new 
facility is a part of * 
turn,’ General Elect: 
gram to accelerate bu 
by bringing all compa: y 
to action. Department 
capital spending of thi 
ther improve business co 

The new facility v 
the work to be done by 
Voltage Project ant 
this month. 

“To continue the ¢ mpany 
neering leadership in ‘he swi 
business,” said Mr. Ci x, “j 
sary to have available | «sti 
to perform research a 
work, and to explor 
formance in the higi:-voltage 
under all conditions.” 

In the United State 
power companies nov 
soon put high-voltage trans 
lines in operation at 345,00) 
The Europeans have five syst 
operation at 420,000 volts in$ 
Russia, France, Germany an 
land, 

The Russians are now con 
their 420,000-volt transmissio 
tem to 500,000 volts, which 
the highest operating a-c voli 
the world. 

With shorter distances for 
ferring power in the United St 
is expected that the next higher 
in transmission voltages will be 
000 volts, and later 650,000 vd 


unced 


, Seven 


Stone & Webster Named 
Design and Build Central 


Elec. Generating Unit 
CENTRAL Illinois Electric att 
Co. has awarded a contract to 
& Webster Engineering Corp 
for the design and construction 
extension to their power gent 
plant in Rockford, II/., estima 
cost approximately $1 000,00 

F. C. MacKrell, district ma 
for Stone & Webster in: Chicagt 
the 50,000 kilowatt plent, desg 
as Unit No. 4, of the Sabroolq 
tion, is scheduled for complet 
1961. 

Stone & Webster FE: inert 
poration previously _ lesigntt 
built the initial three S: rookts 
units, having a total 1 °t capa 
88,000 kilowatts, betwen 1% 
1956. 

To direct design anv const 
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»& Vebster has named W. E. 
Lins roject engineer and C. G. 
sco) struction manager. 

vam enerating facilities will be 
430 | i at 1,000 degrees F*. with 
) deg-ees reheat. Facilities pro- 
jor vse of pulverized coal. 


iagara Mohawk Power Gets 
Record Shipment of A-C 
Circuit Breakers 


I of the largest shipments of cir- 
breakers to leave Allis-Chalmers 
e Haute (Ind.) Works was re- 
lv disp:tched to Niagara Mohawk 
er Corporation, Syracuse, New 
k. The shipment consisted of thir- 
115-ky breakers and three 230-kv 


ne breakers will be used at the 
er station of Niagara Mohawk 
Utica, the end of two 55-mile, 
ky transmission lines which will 
ly power to Central New York 
ithe St. Lawrence Power Project 
assena, New York. 

he St. Lawrence Power Project at 
sena is being furnished with eight 
-hp Allis-Chalmers hydraulic 
ines along with eight twin oil- 
sure governors for the 16 hy- 
lic turbines on the American side 


Built by Delta-Star 


‘GS Grove substation, the 
inois with a 345-kv capacity, 
operating voltage in the 
ites, was built by Delta- 
ic Division, H. K. Porter 
ine, 
ern Illinois station, which 
eration recently, is linked 
\0-volt transmission line 
Olive substation near New 
e newly-completed line is 
g, 
‘v side of Goodings Grove 
ith the Will county gen- 
on and the Bedford Park 
id substations. The lat- 
s the switchyard of Will 
were built by Delta-Star. 


‘ower Manager Named 
3y Tube Turns 


“HMENT of a nuclear 
Y an power plant section of the 
deve! pment department and ap- 
ment of Frank S. Briggs as man- 
Were <nounced recently by Tube 
8, of Louisville, Ky., a division 
emetion Corporation. 


In North Druid Hills 
near Atlanta, this 
Cleveland 95 digs 
Georgia red clay, often 
studded with quartz 
and chunks of granite. 


nine Clevelands...never 
a failure in the field 


“We have used Clevelands ever since 1946, 
when our company was organized,” says C. V. 
Lanier, field superintendent for the Concrete 
Construction Co. of Atlanta, Ga., ‘“‘and cur- 
rently we are operating nine. Mechanically, we 
have never had a Cleveland halt in the field. 


“We have encountered every 
sort of obstacle and have 
trenched through blue granite 
rock, sand rock, shale, stumps, 
on flat land and hilly, through 
all types of weather. Our Cleve- 
lands have been economical to 
operate, easy to maintain me- 
chanically, adaptable to every 
terrain and simple to handle.” 


a 


There’s nothing like a Cleveland 
for trenching ... accurate eee 
fast... dependable... clean. 


The CLEVELAND TRENCHER Co. 


20100 ST. CLAIR AVE. = 


CLEVELAND 17, OHIO 


Everywhere 
® 











Twofold Benefits From The 


Analysts Journe 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 





THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 


Gentlemen: 


C Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 


1 Please send me your advertising brochure. 
Name 


Address 




















PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
me AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


37 Wall Street 437 Shoreham Bidg. 
i Washington 5, D. C. 


New York 5, N. Y 
Rate Cases Management and Market Studies Rate of Return Analysis 


Cost of Service Determination Economic and Financial Reports 








Day & ZIMMERMANN. INC. 
ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











% Standby 
% Augmentation 
%*% 100% Town Supply 


Design « Engineering ¢ Construction 


11 WEST 42ND STREET NEW YORK 36,N. Y. 


Ford, Bacon & Davis 


VALUATION . CONSTRUCTION 
Engineers oor ec: 





REPORTS 
NEW YORK @ CHICAGO e@ LOS ANGELES 
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GIBBS « HILL, inc. 


Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











GILBERT ASSOCIATES, INC. 


ENGINEERS © CONSULTANTS © CONSTRUCTORS 


525 LANCASTER AVE. 
READING, PA. 


© WASHINGTON @ PHILADELPHIA © NEW YORK 


FOUNDED 1906 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 











Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 











INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and Consulting Engineers 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 


74 New Montgomery Street San Francisco 5, California 
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JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 


APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








pe huljian Gyccaion 
1 
ENGINEERS ° fon S TRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND eee 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. CHARLOTTE, N. C. 














CONSULTING, DESIGNING AND > ie SPECIALISTS IN 
OPERATING ENGINEERS | ACCOUNTING, FINANCING, RATES, 
PURCHASING A 7 INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








‘SANDERSON & PORTER ENGINEERS 
| DESIGN » CONSTRUCTION 


NEW YORK NEW YORK 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 3, Ill. 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return 


Customer Surveys ° 
Regional Economic Studies ° 


Watkins 4-G400 


345 Hudson St. 


Valuations °* Capital Costs 
Depreciation Studies 
Property Records 


New York 14, N. Y. 








Stone « Webster 


ENGINEERING CORPORATION 


New York Boston 


San Francisco 





Chicago 
Los Angeles 


DESIGN « CONSTRUCTION 
REPORTS «¢ APPRAISALS 
EXAMINATIONS 
CONSULTING 
ENGINEERING 


Pittsburgh 
Seattle 


Houston 
Toronto 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 


DESIGN—SUPERVISION 
REPORTS—VALUATIONS 


1304 ST. PAUL STREET 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 

BALTIMORE 2, MARYLAND 








Abram$’Aerial Survey 
Cnporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


feo. Bae Gi oy. a a>) 
GAS anb SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL 








BURNS & McDONNELL 


Engineers - Architects - Consultants 
KANSAS CITY, MO. 
P. O. Box 7088 
Phone: DElmar 3-4375 


GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 





FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation—Depreciation 
Investigations and Reports 


122 SoUTH MICHIGAN AVENUE, CHICAGO 











Mention the FortNIiGHTLY—/t identifies your inquiry 
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JACKSON & MORELAND, INC. MINER AND MINER 


Engineers and Consultants 


CONSULTING ENGINEERS 


Design and Supervision of Construction 
oa a INCORPORATED 


Reports — Examinations — Appraisals 


Machine Design — Technical Publications GREELEY COLORADO 
Boston New York 























PITTSBURGH TESTING 
PETER F. LOFTUS CORPORATION LABORATORY 


Design and Consulting Engineers 


Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 


Electrical * Mechanical * Structural 
Civil * Nuclear * Architectural 
4; > 
aeusueo™ FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 























LUTZ & MAY COMPANY A. S. SCHULMAN ELectric Co. 


Consulting Engineers Electrical Contracting Engineers 
founded 1890 
STEAM, GAS & DIESEL POWER STATIONS PowER STATION—INDUSTRIAL— 
PUMPING PLANTS—ELECTRIC SYSTEMS COM MERCIAL—TRANSMISSION LINES— 
REPORTS—DESIGNS—APPRAISALS DISTRIBUTION 


. - ity 6, Mo. 2416 S. MICHIGAN AVE., CHICAGO, ILL. 
1009 Baltimore Kansas City Cee agains wii 


























J. F. MCMAHON ASSOCIATES, INC. The R.W.STAFFORDCO. 


GAS CONSULTANTS — ENGINEERS 
Engineering Consultants CONSTRUCTORS 


INSTRUMENTATION AND CONTROL Natural Gas Conversions 


STUDIES @ REPORTS Pees Plea ge og one & pg amr 
cciden nsurance Investigations 
DESIGN @ SUPERVISION Peak Shaving & Standby Plants 
P. ©. ee SHAKER = STATION EVANSTON, ILLINOIS 


wade tee 2944 Grant St. Phone UNiversity 4-6190 


























SVERDRUP & PARCEL, INC. 
Engineers — Architects 
Representation in this Professional Design, Construction Supervision 


" “ Steam and Hydro Power Plants 
Directory may be obtained at very Power Systems—Industrial Plants 
Studies—Reports 


reasonable rates. Kindly address 
St. Louis ° San Francisco ° Washington 











inquiries to: 


ADVERTISING DEPARTMENT 
didi: einai A, W. WILLIAMS INSPECTION CO,, INC, 


Specialized Inspection Service 








332 Pennsylvania Bldg. 


Crossarms, Lumber, Crossties, Poles, Piles, 
Washington 4, D. Cc. Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portland 
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Shown: New Dodge Tradesman—a pick-up with side lockers. 


You get extra quality at no extra cost— 
Dodge is one of the low-priced 3! 


may be surprised to know, for instance, that a 
lard Dodge Power Giant V-8 pick-up costs 
less than pick-up “F”’, and only $5.50 more 
pick-up “C” ... that a rugged Dodge Power 
{ panel costs less than either panel “F”’ or 
I“C”*. Yet Dodge Power Giants give you many 
advan ages, leading the low-priced three in all 
Import..nt ways: 
tin power! Discover the extra traffic pep and 
pullin power that you get from Power Giant 
, with up to 27.5% more power than com- 
ve tru:ks, 
tin payload! You’ll find you get as much as 
ore piyload per trip, because Power Giant 
tuctio:; adds extra strength without adding 
t. You save trips, man-hours and fuel! 


iy leaders of the low-priced 3 


First in economy! In addition to low first cost, 
you save with exclusive Dodge Power-Dome V-8 
engine design that gives you extra gas mileage and 
reduces power-robbing carbon deposits. 


First in styling! Your business gets a prestige 
bonus with a Dodge Power Giant. Its striking dual 
headlights, massive new grille and flowing, sculp- 
tured lines set new truck styling trends. 


Despite all their advantages, Dodge trucks are 
priced with the lowest. So before you buy any truck, 
look into these handsome, rugged new Power Giants. 
Compare trucks, and compare prices. See your 
Dodge dealer soon, and get his special 40th- 
Anniversary d2al! 


*Based on official factory-suggested retail V-8 prices. 
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~ 3 Project Manager Dr. P. A. Abetti ind J 
ba > Seaman, Power Transformer Dep Ge 
= Manager, compare size of workme: (circ 
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world leaders 
in EHV 


i ' Project EHV demonstrates that our frees 
vitalities superior to any totalitarian syst 
ern Massachusetts Electric Company, | 
Webster Engineering Corporation, Alumin 
pany of America, 15 General Electric de 
and a supplier of steel towers, will p 
in the construction in 1959, of a compl 
high-voltage power system. Extending 

four miles in Massachusetts’ Berkshire | 
system will operate from 460 to 650 kv: 
maximum voltage of 750 kv. In 1963 the 
even be rebuilt for 1,000 kv a-c or d-c. 

To the U.S. this means a giant strik 
extending progress made in this area, he 
Europe since the war. At least a dozel 
mental lines all over the world have prov 
data up to 600 kv—data that have been! 
for the voltages presently used (345 kvin 
and 380-400 kv in Europe, with Russia 
to operate at 500 kv in 1959). 

To America’s utilities this means a vild 
information on: lightning and switc iing su 
frequency overvoltages and nonstandat 
reduced BIL, ice formation and re nova, 
conductors, radio-TV_ interferene aul 
losses, insulation life, mechanical stress 
conductors and towers, optimi n_ pall 
growth of transmission systems a_d tight 
relaying, telemetering, EHV stan ‘ardiail 
data processing. 
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For more information on Projec EN, 

bulletin GED-3262, or contact yo r locd 

paratus Sales Office. Section 3 1-391, 

\\ « Electric Company, Schenectady 5, New! 
aN | MORE POWER TO AME ICA 


World’s Largest Bushings, for 650-kv power transformers, will be used in 
General Electric's prototype EHV system. Technician at Company's Power 


Transformer Dept. prepares bushing for oil tank testing. G E N E R A L 56 E LE TRI 








